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Grants for OVR Studies 


FEDERAL grants totaling over $441,000 have been 
awarded to 15 organizations in eight States in support 
of special research or demonstration projects which 
show promise of advancing the rehabilitation of 
handicapped individuals. 

Mary E. Switzer, Director of the Office of Voca- 
tional Rehabilitation in the Department of Health, 
Education, and Welfare, stated that the grants were 
made upon the recommendation of the National Ad- 
visory Council on Vocational Rehabilitation under 
the provisions of Public Law 565, 83d Congress. 
Organizations receiving grants provide part of the 
cost of each project. 

One of the grants, amounting to about $19,000, is 
to go to the Western Pennsylvania Heart Association, 
Pittsburgh, Pa., in support of a project designed to 
determine the work ability and the rehabilitation 
potential of persons who have vocational problems 
because of heart conditions. The project proposes 
to follow 1,000 such persons through their work 
experiences over a number of years, in order to de- 
termine the specific types and amounts of work they 
can do without harmful effects. 

Results obtained through this project are expected 
to be of great value in developing employment oppor- 
tunities for persons with heart disease, and in assist- 
ing physicians in their recommendations to the indi- 
vidual heart patient. 


New Civil Service Jobs Overseas 


THE Civil Service Commission recently announced 
hat approximately 20,000 overseas Federal civilian 
ositions, held by United States citizens, will be 
brought into competitive civil service on April 1, 
1956. This is the second major extension of the com- 
etitive service within a year. The first action moved 
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Japan, the Ryukyus, and the Philippines. 


approximately 10,000 excepted jobs in Alaska into 
the competitive civil service last August. 

When this overseas conversion action is completed, 
there will be, for the first time, a worldwide career 
system under which employees may be reassigned 
freely to and from overseas positions while remaining 
in the career service. 

Incumbents of these overseas positions will be 
eligible for conversion to career or career-conditional 
status if they can meet competitive standards, have 
had at least 6 months of satisfactory Federal service 
immediately prior to the date of conversion, and are 
recommended for conversion by their agency. Future 
appointments to any of these positions will ordinarily 
be made through the regular competitive examining 
process. 

Jobs affected by the Commission’s move are located 
in a number of foreign countries and in Pacific island 
possessions. The first group includes Bermuda, 
Canada, Iceland, England, France, Germany, Italy, 
Azores, Spain, Morocco, Libya, Turkey, Korea, 
In the 
second are American Samoa, Johnson Island, Kwaja- 
lein, Midway Island, Wake Island, Guam, and 
Saipan. All are Department of Defense positions. 

The Commission said it is taking steps, together 
with other agencies having excepted jobs overseas, to 
determine how many additional positions held by 
American citizens it will be practicable to bring into 
the competitive system. 


White House Conference on Education 


THE first White House Conference on Education, 
called at the request of President Eisenhower, met in 
Washington, D. C., November 28 through December 1. 

Some 2,000 people interested in the educational 
problems of the day participated. About 1,400 came 
from the 48 States, 4 Territories, and the District of 
Columbia and 300 from national organizations; the 
others were members of Congress with special legisla- 
tive interests and responsibilities in the field of educa- 
tion, foreign observers, or persons selected by the 
President’s Committee. 

Preparatory to this meeting, 53 State and Terri- 
torial conferences and thousands of regional, county, 
and community conferences were held and _ school 
needs discussed. 





President Eisenhower described the conference and 
the intensive work which preceded it as ‘unparalleled 
in history” and the “most thorough, widespread, and 
concerted study that the American people have ever 
made of their educational problems.” 

In a filmed address to the opening session of the 
Conference, he said: 

* * * this is a problem * * * where the private citizen, 
the locality, the State, and the Federal Government all have 
a function to perform, all have a responsibility to meet—always 
in conformity with those two basic truths that education must 
be free and it must be good. 

There are no easy solutions, and I don’t expect this con- 
fercnce to find any easy solutions. But I do know this: When 
sensible Americans—men and women—sit down together to 
discuss a problem in the hope of achieving a solution that is 
good for the whole Nation, something sensible comes out * * * 

The conference covered six main subjects related 
to elementary and secondary education, public and 
nonpublic: (1) What should our schools accomplish? 
(2) In what ways can we organize our school systems 
more efficiently and economically? (3) What are 
our school building needs? (4) How can we get 
enough good teachers—and keep them? (5) How 
can we finance our schools—build and operate them? 
(6) How can we obtain a continuing public interest 
in education? 

After a general meeting on each of the main topics, 
the conference group separated into roundtable units 
of 11 people each so that each participant could have 
an opportunity to register his point of view. 


Urban League Awards 


NATIONAL achievement awards and citations of the 
National Urban League were presented at ceremonies 
on December 5 to local Urban Leagues in four cities— 
Little Rock, Ark.; Dayton, Ohio; St. Paul, Minn.; 
and Fort Wayne, Ind. These cities were the winners 
in the first annual contest for outstanding programs in 
vocational guidance and career planning sponsored 
by the National Urban League. 

Cash prizes and citations were awarded for the best 
committee organization for planning and promoting 
vocational opportunity campaigns. 

The purpose of these awards is to stimulate counsel- 
ing and career activities among young people. 

The more than 4,000 young people involved in the 
campaigns were busily engaged in “efforts to think” 
in terms of their life work and services. Three hun- 
dred consultants from business, industry, labor, edu- 
cation, and the professions participated. 

The Urban League of Greater Little Rock won the 
first prize of $200 for the most outstanding campaign 
this year. The Dayton Urban League and the St. 
Paul Urban League won prizes of $75 each for cities 
with a population of more than 200,000. The Fort 
Wayne Urban League won another $75 prize for a 
city of less than 200,000 population. 

The League’s nationwide vocational opportunity 
campaign was started in 1930 to develop a better 
understanding of the Nation’s manpower needs and 
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Employment Security Activities at a Glance, October 1955, 
United States and Territories 


Percentage 


Number or —— 
amount eee 
previous 
month 
Employment Service—T otal 
New applications............ 600, 900 +4 
Referrals: 
Apncaltiral:............ 1, 509, 800 0 
Nonagricultural........ 977, 600 4 
Placements: 
ABAOUNUTAL. .6. 65050... .% 1, 472, 200 | +1 
Nonagricultural.......... 586, 500 —6 
| Eee ee 351, 900 —4 
ee 234, 700 —8 
Handicapped.......... 31, 800 +19 
Counseling interviews........ 114, 300 ral 
Individuals given tests....... 107, 000 +8 
EAMIOVEr VISES... 2.6.65... 151, 700 = 

State Unemployment Insurance 
Initial claims, except transi- 

MANA op aicin eis oa ieee wae ee 784, 700 re 
Weeks of unemployment 

INN So Gat nee See 3, 395, 900 —ae 
Weekly average insured un- 

SLL OC a a 784, 100 => 
Weeks compensated........ , 2, 756, 800 | —16 
Weekly average beneficiaries. . 656, 400 12 
Average weekly benefit pay- 

ment for total unemploy- 

ARIE piso a aa arcs GOs $25.97 | +1 
Benetis paid... ...........4. $68, 250, 200 =16 
Funds available as of October 

Dh MPO vinsek awa 6s n<s's'en's) Oy DO, 254, COO +1 

Veterans 2 
Dee Fc ee 27, 200 iat 
Weeks of unemployment 

PERRIN shi ci a se ak Sale Red 186, 800 —30 
Weekly average insured un- 

CIMPIOVMENE... 6.5 ceases 43, 200 | -25 
Benes Oa. oad cc cso. s $4, 242, 900 —35 
New applications............. 133, 300 | +3 
Referrals, nonagricultural. . . . 251, 600 | 0 
Placements, nonagricultural. . . 151, 100 | —3 
Placements, handicapped...... 13, 000 | +13 
Counseling interviews......... 28, 900 | 0 
Unemployment Compensation for 

Federal Employees 3 
Initial claims, except transi- 

SWAMI ot <75 oa ioe eae 10, 900 +2y 
Weeks of unemployment 

RRIIRINN ico oscil Piet pa pai eis 77, 700 —7 
Weekly average insured un- 

employment ....6 5.3 se ss 18, 400 —3 
TRRDREUG AMMA 55 050s own so Bios 


$1, 840, 800 ao | 





1 Data exclude Territories. 

2 The first 4 items relate to the program based on the Veterans’ 
Readjustment Assistance Act of 1952. Data include 6,600 initial 
claims, 20,400 weeks claimed, and 4,900 insured unemployment for 
veterans filing to supplement State and/or UCFE benefits. Excluded 
are data for veterans filing to supplement railroad unemployment insurance 
benefits. 

8 Data include Federal employees filing jointly under State UI 
programs: 1,800 initial claims, 6,000 weeks claimed, 1,400 insured 
unemployment. 
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Unemployment Insurance Benefits: 
Problems and Progress 


INETEEN HUNDRED AND FIFTY-FIVE will be remembered as a year of unusually widespread ac- 

tivity in the field of employment security. During the past year, State legislatures were more active in 

introducing, debating, passing, and amending bills dealing with unemployment insurance than in any 
year since 1939. 

A total of 32 States increased their maximum basic weekly benefits and 2 other States increased maximum 
weekly benefits for claimants with dependents. Seven States increased the duration of benefits. By the time 
the 45 State legislatures which met during the year had adjourned, 32 States accounting for 70 percent of all 
covered workers had maximum weekly benefits of $30 or more and 27 States accounting for more than 70 
percent of all covered workers provided a maximum duration period of 26 weeks or more. 

Several States adopted legislation of major significance with respect to future trends. Pennsylvania, for 
example, became the first State to provide a uniform duration period of 30 weeks. In addition, Pennsylvania 
now bases its benefit payments on one-half of the claimant’s weekly wage, if that sum results in a higher benefit 
(up to the legal maximum of $35) than 1/25 of his high quarter earnings. 

Utah provided for an annual, automatic adjustment of the State maximum weekly benefit to one-half of 
the statewide average weekly wage. 

A District of Columbia bill which passed the Senate last year contains a provision similar to that passed 
by Utah except that the maximum would be two-thirds of the average weekly wage. 

There were other developments during 1955 which are of interest for the coming years. When the em- 
ployment security program was instituted, the Federal and State Governments denied their own employees the 
protection they required private employers to provide for their workers. Over the years, 14 States have pro- 
vided coverage for some of their State and municipal employees. In 1954, 19 years after the Social Security 
Act was passed, Congress extended coverage to Federal workers. Benefit payments for Federal employees 
began on January 1, 1955. 

Of major importance to the effectiveness of the entire employment security program is the extension of 
coverage as of January 1, 1956, to workers in firms that employ four or more persons. Since the purpose of 
the program is to protect every person liable to involuntary unemployment, and that means virtually every- 
one who works for a living, this extension moves the program much closer to its objective. 

Twenty-one States made their laws even more inclusive, covering workers in firms that employ less than 
four. Eighteen of these States now provide protection for almost every worker. 

Although these actions fall short of meeting the goals set for the States by President Eisenhower, they do 
constitute a definite step forward. Some States have begun to experiment with new ideas. Most States have 
made a real effort to make their programs more effective. Moreover, the research programs begun during 
the year, as well as those which were begun several years ago, indicate that more improvements can be expected 
in the future. It is often possible to gauge the size and extent of future developments by the size and extent of 
present research and planning. The broad areas of research being carried on now should result in continued 
improvement of the employment security structure in the future. | 

About 15 States, for example, have agreed to make studies, on a uniform basis, of the experience of claimants 
after they have exhausted their benefits. A pilot study, completed last year by Duquesne University for the 
Labor Department, measured the adequacy of unemployment insurance benefits in the Pittsburgh area. 

Another study, begun last year by the Labor Department and the State agencies, will provide valuable in- 
formation on the personal and economic characteristics of the insured unemployed. This continuous survey, 
which will examine a 1 percent sample of unemployment insurance claimants throughout the country, is one 
of the most important research projects being carried on today in the field of worker security. 

The results of significant research work completed in a number of States are contained in this issue of the 
EMPLOYMENT SECURITY REVIEW. 

Nineteen hundred and fifty-five was a year of progress. Not only were improvements made in existing 
laws, but the groundwork was laid for future improvements through research in a number of important areas. 
| feel certain that in the years to come, our security system will continue to expand and gain the strength neces- 
sary to provide adequate unemployment insurance protection for every American worker. 











: —ARTHUR Larson, Under Secretary of Labor. 
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Measuring the Adequacy of Weekly Benefit 
Amounts 


By LEO M. ORWICZ 
Division of Program and Legislation, Unemployment Insurance Service 
Bureau of Employment Security 


NE of the original objectives of the unemploy- 
ment insurance program was to pay weekly 
benefits approximating half of claimants’ weekly 

wages. In his economic report of 1954, and again in 
1955, President Eisenhower suggested that State un- 
employment insurance laws should provide the great 
majority of beneficiaries with weekly benefits equaling 
half or more of their regular earnings. This, then, 
has become one of the most widely quoted criteria for 
measuring benefit adequacy. 

We should like to examine some of the sources and 
bases of statistical data which are now available for 
evaluating the program. 

Two of the commonly used measures for evaluation 
are (1) the ratio of average weekly benefits to average 
weekly wages and (2) the ratio of the maximum weekly 
benefit to average weekly wages. Let us start with the 
ratio of average weekly benefits to average weekly 
wages. 

The average weekly benefit amount for total unem- 
ployment is readily available from State employment 
security agency records. The average weekly wage 
figure is computed from aggregate data on employ- 
ment and payrolls compiled from employer contri- 
bution reports. Here, the statewide total amount of 
wages in covered employment is divided by 52 to 
arrive at a “weekly wage bill’’; dividing this, in turn, 
by average monthly covered employment yields a 
figure representing the average weekly wage per 
covered job. As might be ‘supposed, this figure does 
not represent average weekly earnings over the entire 
year, including periods of unemployment, for the 
average covered worker; it more closely approximates 
average weekly earnings while employed. As such, 
the figure provides a reasonably good base for meas- 
uring the weekly wage loss experienced by the average 
covered worker after job loss. 


Ratio Shows Part of Loss Replaced 


The ratio of the average benefit payment to this 
figure indicates approximately the proportion of wage 
loss replaced for the average beneficiary. It should be 
noted, however, that use of the average weekly payment 
reflects variations in the length of unemployment 
among individuals with different benefit amounts. If 
duration is longer among beneficiaries with lower 
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weekly benefit amounts, for example, then the average 
payment and the respective ratio to weekly wages is 
lower than would be the case if each beneficiary were 
weighted equally. Conversely, longer unemployment 
among claimants at the maximum benefit amount 
results in a higher ratio than is true for the average 
beneficiary. 

The ratio of the statutory maximum weekly benefit to 
average weekly wages overcomes this disadvantage 
since duration of unemployment is not a factor in its 
computation. This measure indicates roughly how 
claimants with earnings large enough to be eligible 
for the maximum will fare with respect to the propor- 
tion of weekly wage loss replaced. Actually, the ratio 
frequently overstates the proportion of wage loss 
replaced because the average weekly wage of claim- 
ants eligible for the maximum is greater than that of 
all covered workers. 


Useful in Comparisons 


These measures are particularly useful for comparing 
the effectiveness of this aspect of the benefit formula 
from one time period to another—indicating, for ex- 
ample, whether or not weekly benefits or the statutory 
maximum have kept pace with changes in ‘‘gross” 
weekly wage levels. Also, the relative position of the 
various States may be analyzed by arraying the respec- 
tive ratios.! These ratios may be supplemented by 
other statistical measures in evaluating the effective- 
ness of the weekly benefit provisions. 

Data on the proportion of payments at the maximum 
weekly amount, for example, may be used in connec- 
tion with the ratio of the maximum to weekly wages. 
Thus, a relatively low ratio of the maximum to weekly 
wages in combination with a high proportion of pay- 
ments at the maximum, generally indicates that the 
maximum weekly benefit is lower than may be desir- 
able. 

A more precise evaluation than is possible with 
the use of such averages requires data on the distri- 
bution of claimants or covered workers by weekly 
wages so that one can determine (1) the proportion 
of claimants or workers whose weekly benefit amounts 
represented at least 50 percent of their respective 
average weekly wages and (2) the maximum weekly 
benefit that would be required if a given proportion 


1 Current ratios are shown in the table on page 7, column 7. 
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wo-thirds or three-fourths, for example) were to 
ceive such benefits. 
Data onclaimants’ average weekly wages from which 
develop such distributions, however, are not avail- 
ible in most States. As a consequence, attempts have 
en made to estimate average weekly wages for 
mple groups of claimants by making assumptions as 
the number of weeks of employment during a given 
riod (during the high quarter, for example). In 
he absence of other data, the estimates are useful, 
rovided the limitations inherent in the assumptions 
1 weeks of employment are taken into account. 


Pittsburgh Pilot Study 


In recognition of the limitations and gaps in the 
data heretofore used in measuring benefit adequacy,” 
plans were developed about a year ago for conducting 

study of unemployment insurance beneficiaries. 
sasically, the study plan involved household inter- 
views of a sample group of claimants in an attempt to 
eather and analyze such information as their personal 
characteristics, changes in their income and expendi- 
ture patterns and those of their families after the onset 
of unemployment, the role of the unemployment 
benefit during the period of unemployment, and the 
economic adjustments made by the family after job 
loss. 

Because the study technique was new, it was de- 
cided to test the method in a “pilot study” in one 
area before attempting it on any general scale. The 
pilot study was conducted in Pittsburgh, Pa., by 
Duquesne University in contract with the Pennsyl- 
vania Bureau of Employment Security. Technical 
assistance was provided in planning and conducting 
the study by the Bureaus of Employment Security 
and of Labor Statistics in the U. S. Department of 
Labor. Highlights of the methods and results of the 
study, released in late November 1955, follow. 

The pilot study covered two distinct groups of 
claimants: “‘single’’ claimants (i. e., persons living 
independently, regardless of their marital status) and 
claimants who were either chief wage earners or 
secondary earners in four-person families. In order 
io facilitate sample selection for each of these groups, 
a random sample of about 17 percent of claimants 
appearing at local offices during the first week of 
September 1954 was asked to answer questionnaires 
calling for such information as family size, relation- 
ship of claimant to other family members, duration of 
unemployment, most recent weekly wages, and a few 
other personal characteristics. A final sample of 100 
‘single’? claimants and 300 four-person families was 
selected on the basis of replies to these questionnaires. 

Claimants and/or other family members, inter- 
viewed in their homes by trained interviewers of 
the University, were asked to provide specific inform- 
ation for the 12-month period ending August 31, 1954. 
Chis included family composition; expenditures for 

2A fuller discussion of these measures may be found in Adequacy of 


Benefits Under Unemployment Insurance, Bureau of Employment 
Security, U. S. Department of Labor, September 1952. 
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housing, food, clothing, transportation, medical care, 
and other categories of the family budget, including 
any significant variations in expenditures over the 
course of the survey year; income and work histories 
of family members; and family financial status. A 
favorable rate of response by the sample claimants is 
revealed in the fact that about 88 percent of the 
schedules were complete and usable. The highest 
rate of response was experienced among claimants 
who were chief wage earners in the families surveyed. 

The data available from the income and work history 
section of the schedules permit comparison of weekly 
benefits and wages. The study revealed that for 
‘single’ claimants, weekly benefits averaged 41 percent 
of weekly wages; for chief wage earners the average was 
38 percent and for secondary wage earners, 46 percent. 
More important, the study provides a distribution of 
claimants by the ratio of benefits to wages: * 


Percentage distribution of claimants 


WBA as percent of weekly |—— scenes aacmaaaiamtaa aT ammeneaameaie 


heat as ee ~ Chief Secondary 

Single ; ; 

earner earner 
Total..... ore 100 100 100 
Less than 40...... Fak | 23 43 23 
WRU 4 da own amewar 40 50 34 
50 OF MOE: 2... 6c eee | 37 7 43 


The study also makes a comparison of weekly bene- 
fits with “‘net’”’ weekly wages, 1. e., wages after income 
tax was withheld. On this basis, weekly benefits rep- 
resented 50 percent or more of the “‘net’? weekly wages 
of 21 percent of the chief wage earner claimants and 
of 61 percent of secondary wage earners. 

Since the study technique provides information on 
variations in expenditures and income over the course 
of the survey year, it is possible to measure the relation- 
ship of unemployment benefits to the family finances 
during the period of unemployment as well as to ana- 
lyze changes in the patterns of expenditures after the 
onset of unemployment. In order to prevent possible 
bias in the data, claimants were not asked to report 
specifically on ‘‘decreases in expenditure after job 
loss.’ Instead, information on periods of employment 
and unemployment available in the work-history sec- 
tion of the schedules was used in segregating the ex- 
penditure data into categories of “‘before”’ and “after” 
the onset of unemployment. This part of the anal- 
ysis was confined to a smaller sample of claimants for 
whom such data were available. 

One of the possible measures of benefit adequacy 
is the extent to which the weekly benefit meets the 
‘“‘nondeferrable’’? expenditures of claimants. The 
concept of “‘nondeferrable’’ costs as such was not used 
in the Pittsburgh pilot survey partly because of the 
additional detail that would have been necessary in 
the collection of expenditure data. However, infor- 


3 The benefit provisions of the Pennsylvania law were amended sub- 
sequent to the period to which these data relate. 








mation on expenditures is available for a substantial 
number of categories so that comparisons can be 
made of claimants’ unemployment benefits with 
actual expenditures for such items as food, clothing, 
housing, or any combination of these and other items 
desired.* 

Finally, the study technique also used free response 
questions to ask claimants to report on the economic 
adjustments made or anticipated as the result of un- 
employment. They were asked, for example, whether 
they changed their ‘‘usual manner of living,”’ whether 
they borrowed money, cashed bonds, surrendered 
insurance, or made other adjustments after job loss. 
Almost half of the chief wage earners in the pilot 
survey reported that they borrowed moncy during the 
period of unemployment. About one-third adjusted 
or surrendered insurance and 15 percent cashed 
government bonds. Single claimants also reported 


4 The study findings on this and other aspects of the analysis are 
available in ‘‘A Digest of the Survey of Unemployment Compensation 
Beneficiaries in Pittsburgh, Pennsylvania,” a joint release of Duquesne 
University and the U. S. Department of Labor. 
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making considerable adjustments while secondary 
wage earners and their families were apparently 
least affected by unemployment. (See footnote 3.) 

Claimants were also asked about their reemploy- 
ment prospects. Their replies to these questions— 
reflecting optimistic or pessimistic attitudes—are 
often useful in evaluating changes in expenditure 
patterns or modes of living during the period of 
unemployment. 

The pilot study represented the first attempt to get 
detailed information of the type described above and, 
therefore, was experimental in nature. The study 
results, however, demonstrated the fact that it is 
possible to collect the desired data through carefully 
conducted household interviews. It is now planned 
to refine and improve the schedules, instructions, and 
procedures used in the test survey on the basis of ex- 
perience gained in that effort. Subsequent research 
studies made with these improved and tested _ tech- 
niques should provide the unemployment insurance 
program with better guides than are now available 
for program evaluation and legislative planning. 





9 Changes in 


Ul Benefit Provisions 


RIOR to the 1955 legislative sessions, the Secre- 

tary of Labor wrote to all governors calling their 

attention to desirable improvements in State laws 
dealing with unemployment insurance. His letters 
recommended that the maximum weekly benefit 
amount be geared to average gross earnings of all 
covered workers and that weekly amounts below the 
maximum should represent 50 percent of workers’ 
gross earnings. He also recommended that the States 
carry out President Eisenhower’s recommendation of 
26 weeks uniform duration of benefits. 

Amendments to State unemployment insurance 
laws were considered in the legislatures of 47 States 
during 1955 (including Alaska and Hawaii) and the 
U.S. Congress for the District of Columbia. Gover- 
nors, employment security administrators, together 
with private groups in the States, urged enactment of 
amendments which would improve the protection 
afforded by the State laws. By the end of 1955, more 
changes in maximum benefit provisions were adopted 
than in any prior year. 


Maximum Benefit Amounts 


Thirty-two States increased their basic maximum 
weekly benefit amounts by $1 to $10. In 5 States, 
including Alaska and Hawaii, the increase amounted 
to $10. The Alaska increase is applicable to intra- 
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state claimants only; for interstate claimants, the 
maximum was reduced from $35 to $25. Increases 
ranged from $5 to $8 in 11 States and from $1 to $4 
in 16 States. Two additional States increased the 
maximum amount payable for dependents rather 
than the basic maximum benefit. 

Maximum basic weekly benefits now range from $24 
in Virginia to $36 in New York and Wisconsin and 
$45 in Alaska. By contrast, the comparable range 
was from $20 to $35 at the end of 1954. Slightly over 
half the Nation’s covered workers (51.2 percent) are 

’ | 
Number of States 


Percent of 


Maximum weekly 
, covered 


amount Basi With de- a. 
asic , | workers ! 
nanan Si pendents 
allowances 

$50 or more. 0 5 0 
AD=49.. 55... 1 1 0.1 
35-39......% 9 4 $2.3 
A 6 0 | 18.8 
| OSE Oe eT PE 16 13 18.5 
| RS ee ee bisteig 7 0 | 14. 2 
eee err tee 6 0 | 5.2 
Se <. s 6 | 0 10. 9 


| 





1 Percent of covered workers (1954) in terms of basic benefit amount. 
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located in the 16 States with maximums higher than 
$30 per week, as compared with 2.3 percent in 2 
States before the 1955 sessions. 

In another 16 States, including 18.5 percent of 
covered workers, the maximum weekly benefit amount 
s $30. Thus, as a result of 1955 legislative changes, 
:2 States with 70 percent of covered workers provide 
srotection of at least $30 per week. Prior to these ses- 
ions, only 20 States had a $30 maximum benefit. 

A tabulation of existing maximums appears on the 
preceding page. 

Despite these higher benefit amounts, the highest 
veekly benefits payable, excluding dependents’ allow- 
inces, fall below 50 percent of statewide average 
weekly wages in all except a few States, as shown in 
the following tabulation. 


| Percent of 


Maximum benefit as a percent of Number 
covered 
average wages of States 
workers 
0 percent or more..... eats 7 12.8 
W049 ETOEIN 22.0. | as pe 30 60. 9 
Less than 40 percent...... a 14 26; 3 


Duration of Benefits 


As compared with weekly benefits, far fewer States 
increased the periods during which benefits are pay- 


able. Seven States with one-eighth of all covered 
workers increased duration of benefits by 2 to 6 weeks. 
Most significant was Pennsylvania’s change from a 
26-week variable duration period to 30 weeks uniform 
duration for all eligible claimants. Pennsylvania 
thus becomes the first State to allow uniform duration 
for more than 26 weeks. Five other States now pro- 
vide 26 weeks of benefits for all eligible claimants. 
In 20 other States some claimants may receive bene- 
fits for a period up to 26 weeks and in another State, 
up to 26% weeks. These 27 States account for about 
3 out of every 4 covered workers. 

The existing duration provisions of the State laws 
are shown in the following tabulation. 


Number of States 





Maximum weeks of Percent of 





se fais covered 
duration Uniform Waites 5 wadioen't 
potential 1 , 
duration | CUr@tion |. 
S| CONS AARP rer STC 1 0 8.5 
FE, ra a ee 5 21 64. 8 
Po. I 3 6 12.5 
Bs.6 4 7 9.9 
TGEES ore ca ac she ee 1 3 4.3 


1 Percent of covered workers (1954) in terms of total uniform and 
potential duration. 


Impact of Legislative Changes 
on the Financial Structure 


FOREWORD: Since Arizona benefit financing is based upon a planned 
income yteld. any consideration of basic changes in the benefit formula 
involves a review of the entire financial structure. Consequently, this 
wticle includes a summary of the background of the financial plan and 
wtual experience to date. The author wishes to acknowledge the 
issistance of Mr. Ely M. Artenberg of the Division of Actuarial and 
Financial Services, Bureau of Employment Security; as well as of 
fellow staff members of the Research and Reports Section of Arizona’s 
Unemployment Compensation Division—particularly Mr. Frank 
Proctor, Research and Reports Analyst, whose slide rule and mathe- 
matical abilities provided ‘‘survival rate’ tables. 
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By ERNEST W. MAXWELL 


Research and Reports Analyst 
Unemployment Compensation Division 


Arizona Employment Security Commission 


RIZONA was a pioneer in the actuarial approach 
to long-range benefit financing. The present 
financial structure is based upon a comprehen- 

sive benefit financing study, completed in 1951, 
covering the 8-year period, 1951-1958. It was esti- 
mated, on the basis of a projected unemployment 
pattern, that for the 8-year period -benefit costs under 
the then existing legal provisions would average 1.7 
percent of taxable wages per year. Considering this 
estimated average benefit cost and available reserves 
at the beginning of 1951, it was determined that the 
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Phoenix, Ariz., from the air. 


effective rate of contributions should approximate 
1.3 percent of taxable wages per year. The enacted 
tax structure aims for an average employer tax rate 
of 1.3 percent in each of the 8 years of the period in 
order to minimize the direct cyclical relationship 
between tax rates and unemployment. 


Minimum Safe Level of Reserves 

Basic to the financial structure is the determination 
and establishment of a ‘“‘minimum safe level of re- 
serves.” There are three factors in such determina- 
tion: (1) Allowance for error in estimating; (2) 
allowance for unforeseen and unpredictable contin- 
gencies—disasters, collapse of an important industry, 
etc.; and (3) reserve for future planning periods 
terminal reserves.. These allowances are expressed 
in terms of the estimated average annual benefit cost 
rate (1.7 percent of taxable wages for the current 
period ). 

Allowance #1, for possible understatement of cost 
estimates, was set at 10 percent of the estimated 
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The rapid growth of the State has been a major factor in Arizona’s long-range planning. 


average annual cost rate—i. e., 0.17 percent per year 
or 1.36 percent of taxable wages for the 8-year period. 

Allowance #2, for sudden unforeseen events, was 
determined to require for the 8-year period a reserve 
equal to the average annual cost rate—1.7 percent. 

Allowance #3, the reserve for future planning 
periods, required a policy decision based upon eco- 
nomic assumptions, relationships between costs and 
reserves, and general fiscal policies. This allowance 
generally varies from two to four times the estimated 
average annual cost. For Arizona, for the current 
period, it was set at three times, or 5.1 percent. 

The sum of the three allowances constitutes the 
“minimum safe level of reserves.’ This is always 
expressed in relative terms—as a percentage of taxable 
payrolls. The ‘‘minimum safe level of reserves’? was 
set at 8.16 percent of taxable payroll (1.36+1.70+ 
5.10). 

Implementing the long-range financing program, 
the Employment Security Act of Arizona was amended 
in 1952 to provide for the assignment of employer con- 
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The Employment Security Commission moved into this new 
building 2 years ago and already finds it needs more space. 


ibution rates to produce the planned income yield. 
Considering the minimum safe level of reserves in rela- 
tion to estimated average benefit costs, the following 
fund control brackets were established: 


The State average 
contribution rate 
for the following 


When the ratio of fund balance (July 31) 
to taxable payrolls (fiscal year ended 


June 30) is— calendar year is 
set at— 
Percent Percent 
13 or more. eee .1 average. 
§ but less than 13.... 3 average. 


6 but less than 8... 
+ but less than 6... 
Less than’4....... 


.5 average. 
.O minimum. 
.7 uniform. 


NON 


Adjustment to Planned Yield 


The assignment of employer rates continued, of 


course, to be based on individual employer experience 
with unemployment. Initially assigned rates varying 
from 0.5 percent to 2.5 percent are assigned under the 
current tax schedule by the “‘reserve ratio” formula, 


the method of computation used by a majority of 


States. 

The current law also provides that following com- 
putation of regular rates, taxable payrolls for the most 
recent fiscal year be tabulated by rate. 
the latest available payroll totals by regular rates as- 
signed provides an estimated potential yield. The ra- 
tio of desired yield (established by the fund control 
computation) to the estimated yield from rated em- 
ployers at regular rates provides the basis for adjust- 
ment, upward or downward, in rates when the initally 
issigned rates fail to produce the yield indicated by 
the fund balance. 


Four Years’ Actual Experience 


Benefit costs during the first half of the planning 
period have averaged less than 1 percent of taxable 
wages—well under the estimated rate of 1.7 percent. 
This has been attributed mainly to conservatism at the 
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time of the benefit financing study, as a result of which 
an unduly pessimistic projection of economic condi- 
tions was used in setting up the financial plan. 

Reflecting the apparent overstatement of projected 
cost estimates as compared with actual costs for the 
first half of the planning period is the fact that reserves 
have shown no reduction toward the minimum of 8.16 
percent expected to be reached at the end of the plan- 
ning period. The December 31, 1954 level was 11.2 
percent of taxable wages, almost identical with the 
11.3 percent of December 31, 1950, at the start of the 
current planning period, despite changes in the benefit 
formula which increased costs. An increase in taxable 
wages in Arizona from $268 million in 1950 to $410 
million in 1954 emphasizes the necessity of expressing 
reserves in relative terms. 


“Cushions” Available To Meet Added Costs 


The divergence of actual experience from that 
assumed in the basic pattern of unemployment used 
in developing the cost estimates has made available 
various safety ‘‘cushions” which can be used to finance 
the increased costs resulting from benefit formula 
changes or proposed changes. For instance, since it 
seems apparent at the midway point that any estimat- 
ing errors will be on the positive side, that portion of 
reserve funds set aside to protect against understate- 
ment of cost estimates constitutes a “cushion”? with 
which to absorb added costs. The reserve allowance 
for this contingency was 0.17 percent of taxable wages 
per year or 1.36 percent for the 8-year period—0.34 
percent a year for the remaining 4 years. 

A second ‘“‘cushion” which is available to meet added 
costs resulting from revised benefit provisions is inter- 
est earnings credited to the trust fund. In estimating 
required yield, interest earnings are usually deducted 
from the estimated benefit cost. Ia Arizona, due to 
conservatism accompanying the newness of the ven- 
ture, this factor was omitted to provide an added 
safeguard. In 1954, this factor amounted to 0.26 
percent of taxable wages. 

Combination of the two factors provides an available 
0.57 percent of taxable wages—.35 percent of the average 
annual cost rate (1.7 percent). 

This potential 35 percent may be increased some- 
what on the basis of less tangible cushions such as (1) 
the possible overstatement of costs, and (2) the in- 
creased magnitude of the allowance for unforeseen 
contingencies with half the planning period gone. It 
was estimated, therefore, that costs might be increased 
by as much as 40 percent with no change required in 
the current tax structure. 


Recent Benefit Formula Changes 


On the basis of these findings, the benefit provisions 
were amended in 1955 in areas in which Arizona 
lagged behind most other States. The maximum 
weekly benefit amount was increased from $20 to $30 
per week and maximum potential duration was in- 
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creased from 20 to 26 weeks; however, additional 
benefits for dependents were eliminated. These 
changes are estimated to have increased benefit costs 
by approximately 24 percent; the tax structure was 
not changed. An additional increase of 16 percent is 
possible without changing the tax structure. Con- 
sideration is being given to a further increase in the 
maximum weekly benefit amount and providing all 
eligible claimants with 26 weeks of potential duration. 

The following is intended to illustrate the manner 
in which the Arizona agency determined the impact 
on costs of the 1955 changes and possible alternative 
changes in the maximum weekly benefit amount and 
potential weeks of duration. The percentage increases 
shown reflect the change from the law in effect prior 
to the 1955 amendments, i. e., the law as enacted at 
the time when the current tax structure became 
effective. 


Cost Impact of Changes in Benefit Amount 


Considerations relating to adequacy of maximum 
weekly benefit amount and costs of alternative maxi- 
mums are based on the average weekly benefit pay- 
ment. An indicator of adequacy is the ratio of average 
weekly payment for total unemployment to gross 
average weekly wages in covered employment. 
Determination of relative costs of alternative maxi- 
mums requires an estimate of average weekly benefit 
under the proposed plans. 

Relative cost comparisons of existing and alternative 
maximums were based upon actual base period earn- 
ings of recent new claimants. The following are 
illustrative computations for various increases in 
basic maximums, dependents’ allowances eliminated: 


Ratio of 

average 

Maximum | Average | Relative “iim 

basic weekly | increase? | _2© , 
benefit benefit | (percent) | pipresecrvcedgs 

average 

weekly 

wage ? 
re $23.00 | 7 31 
Se 25.00 | 17 34 
_ ae 27.75 30 38 
_ eer 28.75 35 39 


1 Based upon actual average (1954) prior to 1955 


amendments: 
errr ee $78. 72 
Dependents’ allowances... .. 2.62 $21.34 
2 Average wages, calendar year 1954...... $73. 76 


Duration and Total Benefit Amount 


Conversion of earnings data for new claimants to 
benefit formula intervals provides distributions of 
weekly benefit amount cross classified by weeks of 
potential duration. Comparison of distributions (1) 
under present (prior to 1955 amendments) benefit 
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An integral and indispensable part of Arizona’s research 
activities—the Tabulating Section—is shown above. 


provisions and (2) according to proposed benefit pro- 
visions provides an estimdted increase in average 
weeks of potential duration. Extension of the maxi- 
mum weekly benefit amount and potential duration 
totals provides comparative changes in benefits costs. 

Actual duration was related to potential duration 
according to a procedure suggested by the Bureau of 
Employment Security. The method employs a “sur- 
vival rate,’? defined as the ratio of all beneficiaries 
who receive k or more checks in a benefit year to those 
who receive k—1 checks or more. It is assumed that 
the survival rate is approximately constant for all 
values of k within the compensable duration. The 
following formula was used: 

r?(1—r®) 
en a 
(1—r) 
when: D=average actual duration ! 
n=average potential duratien 
r=survival rate 

The survival rate (r) for each year was computed 
from the formula by substituting known values of D 
and n (this is a variation of the procedure suggested 
by the Bureau). 

Table 1 shows estimated actual duration factors 
(D in the above formula) computed for each potential 
duration according to survival rates indicated for the 
years 1950-1954. 

Again, as in computing potential duration, total 
amount and average duration were computed under 
alternate benefit provisions—obtaining a_ relative 

1 The average actual duration as used here is per new eligible claimant 
and has a waiting period factor incorporated in it (the component 1*). 
It differs therefore from the ‘‘average actual duration” as published in 
the BES HanpBook OF UNEMPLOYMENT INSURANCE FINAN- 
cIAL Data and in tables in the LABOR MARKET AND EMPLOYMENT 


Security. The latter is the average duration per first payment. The 
corresponding formula for average duration thus defined is (1—r®) 





“ane 
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mparison. Application of this relative change to 

ual benefit costs for the period provides an esti- 

ited increase in cost. This technique has also been 

in adjusting past benefit cost rates to current 
nefit provisions—an aid in projecting actual ex- 
ience to future periods. 

fable 2, Section B, shows proposals studied prior to 

5 amendments, with estimated increases in average 
ation and benefit costs. Of course, it is always 
essary to qualify estimates based upon earnings of 
rrent claimants as being tied to current economic 
ditions. It is apparent from the estimated increase 
otential duration that added costs could be con- 
erably greater under less favorable economic con- 
ions. In Arizona, however, due to the rapid 
pansion of the economy, latest available data are 
considered the best indicator for projections. 

\ valuable tool in considerations relating to duration 
is the post-exhaustion survey. Arizona studies of the 
characteristics of exhaustees and labor market status 
subsequent to exhaustion of benefit rights have been 
| factor in revisions of duration provisions of the law 
providing both an indicator of adequacy, and an inde- 
pendent source of verification of cost estimates. 


Elimination of Dependents’ Allowances 


he effect upon benefit costs of eliminating depend- 
ents’ allowances was estimated in connection with the 


Vable 1. Survival Rate Computations by Calendar 
Year 
Actual duration 
Potential duration 


1950 | 1951 | 1952 | 1953 | 1954 


10) 8.0 Gis 6.2 6.1 6.9 
11 8.7 Sie: 6.6 6. 5 ne 
12 Eee. 7.6 6.9 6.9 7.8 
9.9 8.0 io 12 8.2 
14 10. 6 8.4 76 jou 8. 6 
l Se 8.8 7.9 7.8 9.0 
16 11.7 9.1 8.1 8.1 9.3 
|12.2 | 9.4 8. 4 8.3 9.7 
18 heed {97 8.6 8.5 |10.0 
19 /13.2 10.0 8.8 8.7 10.3 
RT nee Pree 13.7  |10.2 9.0 8.9 10.6 
BA chiescre Lena Rae 14.2. {10.5 9.2 | 9:1 10.8 
eer 2 Cae) ec ae 
<a je 110.9 9.5 9.4 1453 
AARP EY eee ees ek en 15.5 11.9 9.6 9.6 11.6 
A ORT SLT | pe 1.5 9.8 9.7 eee 
Bir edge ai, cc See 16.3 11,5 9 .8 11.9 
actors in formula ! 
n 12.0 12: 0 14.9 18. 7 18. 7 
RNS 193 |7.6 |7.8 |87. |10.2 
r | 966 | . 938 925 | .924 . 941 
inate D=average actual duration 
~ (=r) n= average potential duration 


r=survival rate 


January 1956 


Table 2. Estimated Effect of Combined Benefit 


Proposals 
— Proposal 
ent and : 
aw 1 
_ A B c 
A. Maximum WBA (basic)..... $20 $30 $30 $30 
Dependents’ allowances....., $2-$6 None None None 
Average weekly payment. .. . $21. 34/$25. 00 $25. 00 $25. 00 
Increase in cost. . = ns 3 17%| 17% 17% 
B. Potential duration....... 10-20 10-26) 15-26 26 
Earnings limitation......... 1, vA 4, None 
Average potential duration..| 18.7) 22.1) 24.5 25.8 
Average actual duration..... 10.2) 10.8 11.5 11.8 
Increase in cost. . ee 6%| 13% 16% 
C. Combined cost: A+B. 24%| 32%| 36% 
D. Waiting period......... 1 wk. None None None 
Increase in cost. . 9% 9% 9% 
E. Combined cost: C+D.... ccceest 35%) 44%) 48% 


1 Actual data for calendar year 1954; for changes made in 1955, see 
last paragraph of this article. 


determination of the average weekly benefit amount 
under alternative maximums. The relative increase 
in cost of a specific maximum was measured by 
relating the new average basic benefit with no de- 
pendents’ allowances to the former average including 
dependents’ allowances. For example, the following 
comparison shows a 34 percent increase in basic 
benefits, but a net increase of only 17 percent: 
Average 
weekly 
Statutory provision benefit 


$20 maximum, plus dependents’ allowances: 
eS Se eer ree reer $18. 72 
Dependents’ allowances................ 2.62 


$30 maximum, dependents’ allowances deleted... .. . 25. 00 


Elimination of Waiting Period 


In estimating the added cost—reflected in increased 
actual duration—of eliminating waiting period re- 
quirements, eligible claimants were divided into the 
following three groups: 

1. Those who received no payment: 
a. Filed new claim only; 
b. Filed waiting week claim; 
2. Those who received a payment, but did not 
exhaust their benefit rights; and 
3. Those who exhausted benefit rights. 
Groups 1(b) and 2 would receive one compensable 
week additional. Relating this total to actual weeks 
compensated indicates the relative increase in costs. 
(Continued on page 19) 


11 





Labor Market Experience of Ul Exhaustees 


By RALPH WATTS 


Labor Market Analyst, Kansas City Local Office 


Kansas Employment Security Commission 


VEN though the labor market has been subject 

to extensive research during the last 10 years, 

there are many phases still unexplored. The 
labor force path traveled by a UI exhaustee is a 
particular phase about which more information would 
be helpful in resolving many questions in the employ- 
ment security field. 

A study made by the Kansas City, Kans. Employ- 
ment Service office, begun in January 1954 and con- 
cluded in July 1955, provided some useful data on the 
characteristics and labor force experience of UI ex- 
haustees. 

Each 1954 intrastate UI exhaustee was _ traced 
through his labor market experience until he had 
either (a) returned to work, (6) withdrawn from the 
labor force, (c) moved from the local labor market, or 
(d) reentered active claim status. The 1,412 ex- 
haustees involved in the study were cross-classified by 
age, sex, occupation, and industry of last attachment. 
The exhaustee group contained 848 males and 564 
females and represented about 28 percent of the total 
number of UI recipients in the area during the period 
of the survey. 

Although the study was limited in purpose, it did 
provide greater understanding of exhaustee charac- 


A study by the WEST VIRGINIA Department of Employ- 
ment Security of claimants who exhausted wage credits during 
the 6-month period ended November 30, 1954 revealed that: 


At the time of the survey (January 1955), 26 percent of the 
exhaustees were employed, 72 percent were unemployed, and 
2 percent were no longer in the labor force. For a majority of 
persons in the survey, the length of unemployment following 
exhaustion of benefits was 2-4 months. 


Women had a higher rate of detachment from the labor force 
than men. The most important factors causing this detachment 
seemed to be home and family for women and age for men. 


Older claimants found greater difficulty in reemployment. 


The maximum rate of $30 was received by 38 percent of the 
exhaustees, while the average benefit received by exhaustees was 
$23.38. Men generally received higher benefits than women. 


About 12 percent of those who were unemployed at the time 
of the survey had had some work since exhausting bene ts. 


Over half the exhaustees were in the coal mining industry, 
while about one-fourth were in manufacturing. The propor- 
tion of exhaustees in coal mining was greater than their pro- 
portion in covered employment. 


Public assistance was the means of support after exhaustion for 
24 percent of the claimants, while 23 percent depended on rela- 
tives. The remaining numbers depended on odd jobs, credit, 
savings, and miscellaneous sources. 
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teristics and their labor force attachments. For each 
classification of exhaustee, answers were sought to 
the following questions: 

1. Do exhaustees find employment? If so, how 
soon after exhaustion of benefits? 

2. Do they withdraw from the labor market? If 
so, how soon? Why? 

3. For how many months do exhaustees who are 
unable to find work continue to look for a 
job? 

4. How many exhaustees reenter claims status 
without an intervening period of work or 
withdrawal from the labor force? 

The Missouri River divides the Kansas City metro- 
politan area into two components. The Kansas seg- 
ment, composed of Johnson 4nd Wyandotte Counties, 
provided the geographical setting for this study. 
Nonfarm wage and salary employment rose by approx- 
imately 3,200 in 1954, averaging 83,800 for the year. 
Most of the gain during the year was in factory jobs. 
In the first 6 months of 1955, employment in the area 
declined by about 3,500 with most of the loss in 
manufacturing. Unemployment, averaging 5 per- 
cent of the labor force in 1954, rose slightly in the 
first months of 1955 under the impact of defense 
contract reductions. 

Significant labor market experience of exhaustees 
disclosed by the 19-month study is expressed in cumu- 
lative percentages in the table on the following page. 


A KENTUCKY Department of Economic Security study of 
exhaustions for the 2 quarters ending March 31, 1955 showed 
that: 


Three months after exhaustion of benefits, 65 percent of the 
exhaustees were unemployed, 30 percent were employed, and 
4.6 percent were no longer in the labor force. 


The percentage of women leaving the labor force was three 
times as great as that of men. 


At the time of response, 36 percent of the exhaustees had had 
one or more jobs since exhausting. 


Older people experienced greater difficulty than younger peo- 
ple in getting jobs. 


Exhaustees in the low wage group were out of work longer and 
tended to have a higher rate of detachment from the labor force 
than those in the higher wage brackets. 


The chances of finding a job appeared to become “slimmer” 
as the length of unemployment increased. 


Persons normally attached to the construction industry had 
the lowest rate of reemployment, followed by those in trade and 
mining. 
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{ study by the LOUISIANA Division of Employment Security 
claimants who exhausted benefits during the 2 quarters end- 
» March 31, 1954 revealed that: 


is of the date they returned the questionnaire (July 1 was the 
_off date), 38 percent of the respondents had secured employ- 
it, 51 percent were still unemployed, and 11 percent had 
thdrawn from the labor force. The average period of unem- 
»ment after exhaustion of benefits was 5.8 weeks for those who 

/ heen reemployed and 10.8 weeks for those still seeking re- 

ployment. 

rhe greatest number of withdrawals from the labor force was 
in the 60-and-over age group. Women withdrew from the labor 
juyce at a far earlier age than men, suggesting that they had a 
much less permanent attachment to the labor force or that job 
ypportunities were not as good for women. 

The average age of exhaustees was 41.9 years. Age appeared 
«) have a profound effect on the exhaustion load, with the per- 
centage of exhaustees in the older age brackets much greater 
than the comparable percentage in the labor force. The study 
concluded, however, that advanced age was not the only impor- 
tant factor in the continued unemployment of exhaustees. 

Over 71 percent of the exhaustees were from the manufactur 
ing (38 percent) and construction (33 percent) industries. Ex- 
haustees in these two industries had the highest frequency of 
job shifting. 

The heaviest exhaustion load fell in the low weekly benefit 
amount group. 

The main sources of post-exhaustion support in order of im- 
portance were: other wage earner in the family (23 percent), 
odd jobs (18), savings (18), credit (17), and relatives (10). 


Out of every 100 exhaustees, 61 reentered employ- 
ment of some kind during the 12-month period. 
Half of those returning to work during the survey 
period found jobs within 1 month following exhaus- 
tion of benefit rights. By the end of the third month 
' 47 out of every 100 exhaustees had found jobs. After 
6 months, there was little change in the situation as 
to return to work and withdrawal from the local 
labor force. 

Construction workers returned to work more quickly 
following exhaustion than persons in other industries. 
Nearly half of the 348 construction worker exhaustees 
reentered employment within 30 days following their 
last benefit check. The high turnover rates common 
to the construction industry help explain their early 
return to jobs. 

When construction workers were removed from the 
survey data and recomputation of the job reentry 
rate within 30 days after exhaustion was recomputed 
the reentry rate dropped to 25 percent. While 47 of 
each 100 construction workers returned to work within 
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| 1 | 2 
MR 52 eos 5 9 ate sa yieelniava eee says ee 100 |100 
Still seeking work................. 51 | 40 
Returned tO WOrk. . .... 26.664. is ees 30 | 39 
Withdrawn from local labor force. ..| 14 | 14 | 


Returned to active claim status..... | § 7 
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A study by the INDIANA Employment Security Division of 
claimants who exhausted benefits during January-June 1954 
showed that: 


At the time of the survey, October 1954, 44 percent of the 
exhaustees were employed, 42 percent were unemployed, and 
14 percent were not looking for work. 


Almost 70 percent of the exhaustees reported some employment 
within 5 months of the date of exhaustion; almost one-third of 
those working had begun work within 2 months. 


Nearly one-half of the exhaustees were women. 


Women reported a greater rate of withdrawal from the labor 
force than men. Principal reason given for withdrawal by 
women was keeping house; retirement or illness were most often 
reported by men. 


Success in finding work consistently diminished as the exhaus- 
tees’ age increased. 


Men had greater success in finding jobs than women; about 
half of the male exhaustees had jobs at the time of the survey, 
as compared with less than 38 percent of the women. 


Average benefits paid to exhaustees were for a smaller amount 
and a shorter duration than the average benefits paid to all 
beneficiaries. 


Manufacturing and construction had a greater share of pay- 
ments and exhaustees in the period studied than their 1953 
covered employment would have indicated. 


30 days, only 25 of each 100 factory workers obtained 
jobs as quickly. The experience of trade workers 
paralleled that of factory exhaustees. 

The less selective unskilled workers obtained jobs 
more readily than persons in other broad occupational 
groups; 44 percent reentered work within 30 days 
after exhaustion. The lowest reentry rate, 24 per- 
cent, occurred among the skilled group, indicating 
that they were more selective in reentering jobs with 
respect to type of work, pay scale, and job duration. 

The study indicated that persons in the 35-44 age 
range achieved the highest return-to-work rate—68 
percent—as compared with 61 percent for all exhaust- 
ees. The second highest rate, 64 percent, occurred 
in the 45-64 age group. Men under 21 obtained 
jobs more quickly than those in other groups; 66 per- 
cent had returned to work by the end of the fifth 
month. The percentage of women eventually obtain- 
ing jobs, 53 percent, was considerably under the 67 
percent rate for male exhaustees. 

The rate at which exhaustees found jobs appeared 
to be sensitive to the seasonal factors influencing the 
job market. The rate of return to work accelerated 
during the spring and summer months when outdoor 
activities were at high levels. 


Percentage of exhaustees at end of specified number of 


months following exhaustions 
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LABOR MARKET STATUS OF UI 


EXHAUSTEES AT SELECTED PERIODS 


FOLLOWING EXHAUSTION 
IN THE KANSAS CITY, KANSAS AREA 
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Twenty-seven percent of the exhaustees withdrew 
from the local labor force following exhaustion. 
Thirty-six percent of the women eventually left the 
labor force as compared with 21 percent of the men. 
(In this study moving from the area was considered 
a withdrawal from the labor market.) A variety 
of reasons for withdrawing from the labor market 
was revealed by the survey. Most frequent reasons 
given were added family responsibilities (largely 
offered by women exhaustees), illness, and lack of 
job opportunities. The latter reason was expressed 
more frequently by women and older workers. 

During the course of the study, 12 out of every 100 
exhaustees returned to active claim status. While 
this group of exhaustees is closely associated with 
those in the still-seeking-work category, the economic 
problems of the two groups are somewhat different. 
Those who returned to claim status regained some 
purchasing power not available to the other category. 

Results of the study indicate that under similar 
economic conditions, there is little value in following 
individual exhaustees for longer than 6 months. 
Within this period nearly all exhaustees have made 
their choice concerning their labor force participation. 
Even though some exhaustees contend that they are 
still seeking work 6 months after drawing their last 
benefit check, the firmness of their attachment to the 
labor market may be questioned. 

Labor force status information was obtained through 
(1) search of local office records, (2) mail solicitation, 
(3) telephone solicitation, and (4) personal visit. In 
a few instances when an exhaustee had moved from 
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the area, reports from neighbors were 
establish the fact of withdrawal. 

“Odd jobs” were not classified as a ‘“‘Return to 
Work.” Only jobs of expected duration of 3 days or 
more were included in the study. 

Exhaustee responses to mail solicitation were ex- 
ceedingly high, perhaps due to a conditioning inter- 
view held with the exhaustee at the time he signed for 
his last UI check. 

One purpose of the study was to improve a step in 
the technique for estimating area unemployment. 
A simple method sensitive to seasonal and economic 
conditions was sought for estimating month-by-month 
unemployment among exhaustees. 

Obviously, any method adopted must rely heavily 
on the “Still Seeking Work” category. Although 
subject to further testing, one method was developed 
which seems to meet the criteria of simplicity and 
sensitiveness. 

By relating the aggregate number of exhaustees 
unemployed in a given month to the number of weeks 
claimed in the prior 3 months, an exhaustee unem- 
ployment profile was developed. In future months, 
unless considerable changes in economic conditions 
should occur, these percentages applied to the num- 
ber of weeks claimed in the prior 3 months may be 
expected to provide a reasonable estimate of unem- 
ployment among exhaustees. 

The study added a little to the meager knowledge 
we have concerning the causes and problems of un- 
employment. It intensified our awareness of the vast 
amount of research still needed in this field. 
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Repeater Claimants in South Dakota 


By J. V. YAUKEY 
Chief of Benefits 
South Dakota Employment Security Department 


HAT are the facts about repeater claimants? Is 

\ there a large number of claimants who appear 

year after year at public employment offices to 

m and draw benefits? Whenever we get into a 

ussion of unemployment insurance with the man 

he street, with service club associates, or around a 

ge table, we learn that it is a generally accepted 

t’’ that there is. Those who work in Employment 

Security have always suspected that this concept is a 
highly inaccurate truism. 

(he research and statistics division of employment 
security agencies have often studied this question. 
lhe conclusions from such studies have been in sub- 
stantial agreement: the number of repeaters varies 
from the relatively small to the infinitesimal. 

No one State can accept the findings of another 
State without reservations because trade and industry 
vary from State to State. These variations can pro- 
duce a very different picture with regard to repeater 
claimants. 

South Dakota has added its answer to the question 
of how large the proportion of repeater claimants 
really is. An intensive study of a 30 percent sample 
of claimants who filed in the years 1950, 1951, and 
1952 was made to determine just how much repetition 


there is in a State where business activity declines 
sharply when the temperature goes to zero and below. 

The study showed that: of all the claimants who 
filed at any time in 1950, 1951, or 1952, only 14.8 
percent filed in 2 years and only 3.5 percent in all 3 
years. Of the claimants who showed up in 2 of the 3 
years, about three-fourths were in consecutive years— 
11.0 percent of all claimants. The total number of 
“true,” or consecutive year, repeaters was, therefore, 
about 14.5 percent of all claimants. If the study were 
to be expanded to include a 5- or 10-year period, 
there would naturally be more who repeat at the 2- 
or 3-year intervals. However, we were primarily con- 
cerned with the year-after-year repeaters. 

Since construction activity in South Dakota is par- 
ticularly sensitive to climatic conditions, it would be 
logical to conclude that workers attached to this in- 
dustry would file claims each year at the end of the 
building season. However, statistical data collected 
revealed that only 17.4 percent of the construction 
workers filed claims in a second year and only 3.7 
percent in a third year. But the bulk of the repeaters 
did come from this group: 61.9 percent of the single- 
year repeaters and 60.9 percent of the 2-year repeaters. 

In South Dakota a major portion of the manufactur- 


ELIGIBLE CLAIMANTS BY NUMBER OF BENEFIT YEARS ESTABLISHED 
BY INDUSTRY ON A PERCENT BASIS. 
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PERCENT OF BENEFIT YEARS EXHAUSTED 
GROUP DURING BENEFIT YEAR ENDING IN: 
1951 1952 1953 
All Claimants 27.8 22.7 20.9 
Claimants with One benefit year 26.7 18.6 20.7 
Claimants with Two benefit years 28.4 27.8 19.5 
Claimants with Three benefit years 37.9 33.8 25.5 

















ing industry is engaged in the processing of agricul- 
tural products. Marked fluctuations occur during the 
year as the flow of livestock and poultry to processing 
centers varies. Employees in manufacturing ac- 
counted for 17.5 percent of the single repeater claim- 
ants and 20.9 percent of the 2-year repeaters. How- 
ever, of all who filed from this industrial group, 12.7 
percent repeated once, and 3.7 percent repeated twice. 

The agricultural products processing phase of Scuth 
Dakota’s manufacturing industry employs a large 
percentage of women; 50 percent of all women were 
repeater claimants for 1 year and 20.9 percent re- 
peated twice. 

In the South Dakota study the difference between 
the weekly benefit amounts of repeater claimants and 
single-year claimants was so insignificant as not to 
warrant detailed study. 

Repeater claimants were naturally more likely to 
exhaust benefits than single-year claimants. Of all 
claimants whose benefit years ended in 1951, 27.8 


percent exhausted their benefit rights but 28.4 per- 
cent of the 1-year repeaters and 37.9 percent of the 
2-year repeaters exhausted their benefit rights. There 
was a similar spread in subsequent years but at a 
decreasing rate. For example, in 1953, 20.9 percent 
of all claimants and 25.5 percent of the 2-year re- 
peaters exhausted their total benefit rights. The 
“why” of this decreased spread or the answer to the 
question of whether it is temporary or continuing 
will have to wait for a subsequent study of ‘“‘repeaters.”’ 

The analysis of every statistical study should result 
in some conclusions. In the study of. ‘‘repeater 
claimants” we learned that a number of the same 
claimants do draw benefits year after year, but this 
group is not excessively large. In fact, it is a relatively 
small group representing only 1 in 6 claimants and 
they come from industries of extremely wide periodic 
fluctuations in business activity where a large propor- 
tion of the work force experiences some unemployment 
every year. 


Experience Under Amendments 


to the Railroad Act 


Detailed statistics in this article are based on data for a 5-percent 
sample of beneficiaries who received payments for unemployment which 
occurred in 1954-55. Sickness and maternity benefits are also payable 
on a comparable basis under the Railroad Unemployment Insurance Act. 


MENDMENTS to the Railroad Unemployment 
Insurance Act proposed by the railroad labor 
organizations and adopted by the Congress in 

August 1954 included two provisions of a type new 


16 


By RAYMOND J. KELLY 
Chairman 
Railroad Retirement Board 


to this law. The first was a provision that, subject 
to the maximum of $8.50 per day, the daily benefit 
rate for a claimant should be not less than half of 
the daily rate of pay for his last railroad employment 
in the base year. The second was a provision that 
the total benefits payable to a claimant for unemploy- 
ment in a benefit year should not exceed his total 
creditable earnings in the base year. 

Other amendments adopted at the same time in- 
creased the maximum compensation creditable in a 
month to $350 instead of $300 ($4,200 instead of 
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.600 per year); increased the qualifying earnings 
juirement from $300 to $400; added 50 cents to 
daily benefit rates in the schedule in the law; 

nd added a new rate of $8.50 per day for employees 
th creditable base year compensation totaling 
000 or more. 


Uniform Benefit Year Starts July 1 


(he Railroad Unemployment Insurance Act pro- 
des a uniform benefit year starting on July 1, and 
he base year is the preceding calendar year. Bene- 
; are payable for each day of unemployment over 
in the first 14-day registration period in the benefit 
year, and for each day of unemployment over 4 in 
any subsequent registration period in the same benefit 

ar. Thus benefits per week for total unemploy- 
inent in a subsequent registration period amount to 
five times the daily benefit rate (from $17.50 to $42.50). 

Until the 1954 amendments, benefit rates were re- 

lated only to the claimants’ total base year earnings 
as set forth in a schedule in the law. As a result, 
beneficiaries who for some reason did not work full 
time in the base year received lower benefits in rela- 
tion to their regular earnings than those with full 
base year employment. The new benefit rate pro- 
vision makes it possible for any beneficiary regularly 
earning $17 a day (twice the $8.50 maximum rate) 


or less to be paid benefits at a rate no less than half 


the rate of pay for his last employment in the base 
year. 

Maximum duration of benefits under the Railroad 
Unemployment Insurance Act, prior to the 1954 
amendments, was uniformly set at 130 compensable 


days, which is equivalent to 26 weeks benefits after 
a 1-week waiting period. The additional restriction 
that total benefits should not exceed total base year 
earnings was a natural outgrowth of the new benefit 
rate provision. Otherwise, a claimant with only $400 
base year earnings might possibly have received as 
much as $1,100 benefits for unemployment in the 
benefit year. 

The result of the restriction has been to introduce 
a variable maximum duration in the law, ranging 
from about 9 weeks up to 26 weeks, for claimants 
with base year earnings under $1,100. The potential 
maximum duration for this group depends on the 
relationship between the claimant’s benefit rate and 
his total base year compensation. For those earning 
over $1,100 in the base year, the maximum duration 
is still a uniform 26 weeks. 


Effects in 1954-55 


Since the 1954 amendments were made effective 
retroactively to July 1, 1954, a full year’s experience 
with them was gained in the 1954-55 benefit year. 
This year was also one of unusually heavy unemploy- 
ment in the railroad industry, exceeded only by the 
recession year 1949-50 in the 16-year history of the 
Railroad Unemployment Insurance Act. There were 
303,000 unemployment beneficiaries with base year 
earnings of $400 or more, the amount required to be 
qualified after enactment of the 1954 amendments. 
An additional 2,500 railroad employees with base 
year earnings of $300-$399 were paid benefits in July 
and August of 1954 but were not qualified thereafter. 





laBLe 1.—Railroad Unemployment Insurance: Beneficiaries and selected data,’ by daily benefit rate schedule, 
for unemployment in benefit year 1954-55 
Percent of bene- 
Daily benefit rate schedule Beneficiaries Average per beneficiary ficiaries ex- 
hausting benefits 
; : Percent as 
— paid under Days of | Daily Amount pre ya 
Rate Base-year earnings © Number a a- half-rate- | unem- _ benefit of Total | “aus * $ 
, qualified Sadie s caueiais oe bisa base year 
allaiieiaies of-pay ploymen rate renefits earnings 
is sea dali provision ; 
Totals 305, 900 18 44 105 $7. 02 $485 24 4 
$3.50... .... $400-$499 7, 000 21 86 91 5.74 343 54 53 
$4.00..... $500-$749 18, 600 26 87 110 $93 433 41 38 
$4.50... $750-$999 14, 400 26 88 128 6. 09 521 32 7 
$5.00. $1,000—$1,299. 16, 000 31 85 131 6. 14 540 34 (?) 
$5.50) 5 ss. $1,300—$1,599. 15, 700 35 85 127 6. 34 539 33 
$6.00..... $1,600—$1,999. 22, 100 39 63 129 6. 47 557 31 
i, Uae $2,000-—$2,499. 26, 300 34 38 125 6. 84 569 28 
$7.00...... $2,500-$2,999. 44, 000 31 24 109 145 513 23 
if: | ae $3,000-$3,499 . 71, 900 20 20 99 7. 60 493 20 
$8.00... $3,500-$3,999. 67, 500 9 38 79 8. 09 412 11 
sO $300—$399. . 2, 500 30 3. 00 55 


1 Based on 5-percent sample of beneficiaries. 
2 Less than 0.5. 
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Tas_e 2.—Railroad Unemployment Insurance: Beneficiaries and average daily benefit rates, by occupational 
group, for unemployment in benefit year 1954-55 ? 





Occupational group 


Total 


Office employees: 
Executives, supervisors, and professionals 
Station agents and telegraphers. . 
Clerks and other office employees 
l'rain-and-engine-service employees: 
Engineers and conductors... . 
Firemen, brakemen, switchmen, and hostlers 
Gang foremen. . 
Maintenance employees: 
Way and structures craftsmen. 
Shop craftsmen... 
Helpers and apprentices 
Extra-gang men 
Section and other maintenance-of-way men 
Other shop and stores employees.... 
Station and platform employees 
All other employees. . 


1 Based on 5-percent sample of beneficiaries. 


Number of Average Average 
‘ aah. schedule benefit 
seiihie benefit rate 
ee rate paid 
305, 900 $6. 49 $7. 02 
1, 700 7.45 8.11 
3, 800 6. 87 7. 49 
13, 900 6. 69 4. ae 
5, 600 7.51 7.98 
47, 500 6.93 ray 
2, 800 7. 29 1.36 
7, 000 6. 89 7. 50 
34, 800 7. 49 7. 94 
36, 400 oe S| 7.39 
93, 800 5.73 6. 34 
21. 400 6. 70 6. 96 
18, 600 6, 24 6. 90 
18, 600 6. 56 6. 83 


The average schedule benefit rate is the rate at which be neficiarges were qualifie don the basis of 


fal compensation (see schedule in table 1) without application of the half rate-of-pay provision. 


They have been excluded from the discussion which 
follows, but are included in the tables. 

Daily benefit rates——-Of the 303,000 beneficiaries 
qualified under the amended law, 135,000 (45 per- 
cent) were paid at benefit rates based on daily wage 
rates for their last base year employment. Benefits 
for this group were about 21 percent higher than they 
would have been without the half-rate-of-pay guaran- 
tee. For the beneficiary group as a whole this pro- 
portion is reduced to an 8-percent increase (about 
$11 million). 

Only 11 percent of the 1954-55 beneficiaries were 
paid at daily benefit rates of less than $6 ($30 per 
week), while 28 percent were paid at rates ranging 
from $8 to $8.50. In a large majority of cases, bene- 


ficiaries qualified by base year earnings for rates of 


$5.50 or less were paid at rates at least 50 cents higher 
than those indicated in the schedule in the law. 
Among beneficiaries qualified by base year earnings 
for rates of $6 or more, the proportion paid at least 
50 cents more than the schedule rate declined from 
34 percent for the $6 group down to 8 percent for 
the $8 group. 


Rates Paid Ranged From $5.74 to $8.09 


The average rates paid ranged from $5.74 for those 
in the lowest schedule group to $8.09 for those in the 
highest group possible in 1954-55 (table 1). This is 
the $8 rate group. The maximum rate of $8.50 will 
not be payable as a schedule rate until July 1956 
because 1955 is the first base year in which creditable 
compensation of $4,000 or more is possible. 

Another result of the benefit rate increases was that 
the ratio of benefits to average earnings of railroad 
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employees was higher in 1954-55 than it had ever 
been before. The 1954—55 average benefits for total 
unemployment of $36 per week amounted to 46 
percent of the average earnings of railroad employees 
in 1954. The highest previous ratio of this type was 
41 percent for 1943-44 (see chart). 


Greatest Effect on Seasonal Jobs 

As might be expected, the occupational groups in 
which the half-rate-of-pay guarantee had its greatest 
effect on benefit rates were some of those in which 
seasonal or intermittent unemployment are common, 
such as firemen, brakemen, switchmen, and hostlers; 
extra-gang, section, and other maintenance-of-way 
men; and station and platform employees. ‘The aver- 
age benefit rate for the first of these groups was 12 
percent higher and for the other two, 11 percent 
higher than it would have been without the new pro- 
vision (table 2). 

Only 1 percent or less of the beneficiaries among 
shop craftsmen, the firemen-brakemen group, and 
engineers and conductors were paid at rates under 
$6. ‘Two percent of the shop craftsmen, 6 percent of 
the firemen-brakemen, and 33 percent of the engineers 
and conductors were paid at the $8.50 rate. 

Base year earnings restriction.—Out of 72,700 railroad 
employees who exhausted unemployment benefit 
rights in the year, 11,800 did so under the new pro- 
vision that total benefits should not exceed total base 
year earnings. This group received benefits for an 
average of nearly 19 weeks as compared with 26 weeks 
for the others exhausting benefit rights. 

Even with duration of benefits limited in this way, 
however, nearly all of the workers exhausting bene- 
fits under the new provision were paid more than 


Employment Security Review 











asa nares a 














acetic mectiie 

















ERCENT PERCENT 
es ; 60 
“ 
RAILROAD UNEMPLOYMENT BENEFITS AS PERCENT 
OF WEEKLY EARNINGS 
440 
| 
420 
4 1 rn 
939 40 1944-45 1949-50 1954-55 





they would have received in 26 weeks without the 
1954 amendment. All but a few of them were includ- 
ed in the group whose benefit rates were determined 
under the half-rate-of-pay guarantee. 

Administration.—By the end of August, when the 
1954 amendments were approved, 200,000 railroad 
employees had already filed claims for 1954-55 bene- 
fits and 420,000 claims had been paid at the rates pre- 
viously in effect. It was necessary to reexamine 
and pay additional benefits on all these claims, except 
for the small number from employees with base year 
earnings of $300-$399 who were not eligible after 
\ugust 1955. With the cooperation of railroad em- 
ployers and the claimants, these adjustments were 
made by the end of October. 

Each employee who applied for benefits in 1954—55 
was asked to furnish the following information about 
his last employment in the base year, 1953: (1) daily 
wage rate, (2) railroad employer, (3) occupation and 
department in which he worked, and (4) work lo- 
cation. 

If the employee’s total base year earnings were 
such as to give him a benefit rate under the schedule 
in the law as high as or higher than half the reported 
daily wage rate, the worker’s claim could be paid 
without verifying the reported wage rate. When half 
the wage rate reported by the claimant was higher 
than the benefit rate obtained from the schedule in 
the law, several courses of action were possible. 

frequently the wage information had already been 
verified by the railroad given as employer by the 
claimant so the benefit rate could be established im- 
mediately. This was possible because most railroad 
workers register when unemployed with claims agents 
who are clerical or supervisory railroad employees. 
Wherever these agents had access to payroll records 
or other sources of wage rates, they were encouraged 
to check the information given by the claimants. 


CORRECTION 
lhe REVIEW regrets that one of the illustrations for the article on 
“Tax Remittance and Deposit Operations” by John F. Sullivan of the 
Rhode Island agency (in the December 1955 issue) was inadvertently 
hown on page 28 with an article from the Maryland agency. 
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Also, if the wage information had not been verified 
when received at Board field offices, it could in some 
cases be immediately verified by arrangements made 
between the Board field offices and local railroad 
offices. 

If the wage information had not been verified by 
the time a claim was ready for payment and the wage 
rate claimed was reasonable for the employee’s oc- 
cupation, the daily benefit rate was tentatively deter- 
mined from the wage rate and the claim was paid, 
subject to later adjustment if necessary. On the other 
hand, if the wage rate did not appear consistent with 
the reported occupation, the benefit rate was tenta- 
tively determined from the base year compensation 
and claims were paid on this basis until a verification 
of the wage rate was obtained from the employer. 

By the process described above, what appeared to be 
a formidable administrative problem was reduced to 
manageable proportions. Usually, verified wage 
rates are available for nearly two-thirds of the unem- 
ployment beneficiaries, either from claims agents or 
field office verifications, by the time their first claims 
are ready for payment. Checking with employers for 
information, where it has been needed to establish 
the benefit rate for claimants whose wage rate report 
has not been verified, has resulted in a correction of 
the information reported by the claimant in about 
half the cases checked. 


Impact oF LEGISLATIVE CHANGES 
(Continued from page 717) 


It was estimated that elimination of waiting period re- 
quirements would add 9 percent to actual duration 
under current economic conditions. 


Estimating Effect of Combined Proposals 

Table 2 shows a summary of cost estimates for the 
principal proposals prepared for the State Advisory 
Council and Employment Security Commission prior 
to the 1955 legislative session. Proposal A was sub- 
mitted for legislative consideration; included were the 
following changes in benefit provisions, with a com- 
bined estimated added cost of 35 percent: 

1. Increase maximum WBA from $20 to $30; 

2. Eliminate dependents’ allowances; 

3. Increase potential duration from 10-20 to 
‘10-26 weeks; 

4. Eliminate waiting period. 

As noted above, a review of the financial structure 
had indicated an estimated potential increase of 40 
percent in benefit costs with no change in the current 
tax structure. 

The 1955 Legislature amended the Employment 
Security Act to include the proposed changes with the 
exception of waiting period, which was retained. Es- 
timated cost for changes enacted was 24 percent, 
leaving an estimated ‘“‘cushion”’ of 16 percent. Fur- 
ther liberalizations of the benefit formula are under 
consideration by the State Advisory Council for sub- 
mittal to the 1956 Legislature. 
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anada’s New Unemployment Insurance Act 


Condensed from an article by ROSCOE C. LUKEY 


Public Relations Officer, Unemployment Insurance Commission, Ontario Region, Toronto, Canada 


NANADA’S revised Unemployment Insurance Act 

fs received Royal Assent on July 11, 1955 and be- 

came effective on October 2, 1955. The new Act 

is the first major revision of the original legislation, 
which was passed in 1940. 


Insurance Principles 


The basic insurance principles followed in 1940 still 
hold good. These are: (1) a fund must be accumu- 
lated; (2) the plan is designed to give protection 
against uncertainties but not against things that are 
certain to come about; (3) the scheme is not designed 
to provide benefits for voluntary unemployment or for 
long-term unemployment; (4) the amount of benefits 
and the conditions of payment should not be such that 
workers are discouraged from taking employment, 
either insurable or noninsurable; and (5) there must 
be adequate machinery for the verification of the state 
of unemployment and the payment of contributions. 

Although the Act is a social measure which must 
take account of economic need, it is essential to adhere 
to sound insurance principles if the scheme is to be 
sound. A state-operated plan is subject. to pressure 
from employers, unions, and welfare agencies that do 
not affect private insurance. These agencies and indi- 
viduals tend to view this kind of legislation as a purely 
social measure, forgetting that unemployment insur- 
ance is not social service, though it is social insurance. 

As a social measure, for example, the Act recognizes 
the greater need of claimants who have dependents 
and provides a higher rate of benefits for them. 

On the other hand, as a scheme of insurance, the 
Act provides for the payment of benefits as a matter 
of right to insured persons who are unemployed and 
duly qualified under the prescribed conditions. There 
is no means test and claimants’ private incomes are ig- 
nored. The amount of benefits should not be such as 
to make unemployment more attractive than work. 
But it should be sufficient, in all but exceptional cases, 
to make it unnecessary for the worker to obtain public 
assistance during short periods of unemployment. 

Again, as a social measure, the Act is compulsory. 
It applies to every person engaged in an insurable 
employment, regardless of his desire for insurance. 
In this way it protects the improvident who would not 
save or insure of their own accord. 

As a social measure, too, it is national in scope to 
eliminate problems of provincial jurisdiction and of 
wage differentials in different parts of the country, and 
to allow insured workers the fullest possible freedom of 
movement in their various employments without los- 
ing their protection against unemployment. From 
the insurance standpoint, a compulsory scheme ap- 
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plied on a national basis makes possible a low rate of 
contributions. It also ensures a solvent fund by ena- 
bling the less stable industries, from which claims may 
equal or exceed the contributions, to be assisted by 
the more stable industries. 

There are, of course, limits to what unemployment 
insurance can do. It is not the whole answer to every 
kind of unemployment. You cannot insure all 
workers. Some employments are not suitable to such 
a plan. Nor can unemployment insurance benefits 
carry an unemployed person forever, no matter how 
long he is out of work. Canada’s unemployment 
insurance plan is intended to meet the needs of the 
worker who, having lost one job, is still actively in the 
employment field, anxious to work, and honestly try- 
ing to find employment. 


-Administration 


The Act is administered by a Commission of three 
members responsible to the Governor-in-Council 
through the Minister of Labour. Labour and man- 
agement are represented on the Commission, which 
is advised by the National Employment Committee as 
far as employment policies are concerned. An inde- 
pendent Unemployment Insurance Advisory Com- 
mittee, which has certain statutory functions, reports 
to the Governor-in-Council in respect to the ade- 
quacy of the fund. Some 200 local offices in the 
larger Canadian communities operate the National 
Employment Service and the insurance plan. Nearly 
8,000 employees are engaged in this work, and in the 
fiscal year ending March 31, 1955, the cost of adminis- 
tration was over $28 million. 


Employment Service 


The maintenance of an employment service is the 
positive side of the Commission’s functions. NES 
services are free to workers and employers alike; serv- 
ices are available to all workers whether insurable or 
not, whether they are claiming benefit or not. Monies 
can be advanced on a refundable basis for the move- 
ment of workers. 

The aim of the employment service is the best 
organization of the employment market, as an inte- 
gral part of a program for the achievement and main- 
tenance of full employment and the development and 
use of productive resources. 

Referral of workers seeking employment is made on 
the following basis: (1) primarily on suitability of 
skills; (2) where there is equality of skills, veterans, 
in preference, and then on the basis of length of regis- 
tration for employment; and (3) other conditions 
being equal, on family responsibilities and length of 
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unemployment. Subject to the needs of the employ- 
ment, referral is made without discrimination either 
in favour of or against any worker by reason of his sex, 
racial origin, colour, religious belief, or political 
afhliation. 


Unemployment Insurance 


Coverage 


Under the old Act, coverage was gradually extended 
to a considerable number of employments that were 
originally excluded. Most of the industrial and com- 
mercial employments are now insured. The principal 
exceptions that remain constitute the hard core of 
employments that are difficult to insure; for example, 
fishing, agriculture, and domestic service. 

The old Act limited coverage to employment under 
a contract of service. Where such contract did not 
exist or where its existence was difficult to prove, 
individuals were left outside the Act even though the 
nature of their work and the conditions under which 
they worked made their status similar to that of cov- 
ered wage earners. 

The amendments will facilitate the insuring of some 
such groups, as, for example, certain salesmen work- 
ing on commission and certain building tradesmen 
who work continuously for the same employer and 
who are economically dependent on that employer 
in the same way as wage earners employed under a 
contract of service. Under these provisions, it will 
be possible to continue coverage for wage earners who, 
when unable to obtain employment for wages, take 
contracts on their own account for short periods. 

In recognition of the rise in wages in recent years, 
the exclusion of higher salaried workers has been nar- 
rowed to those earning $4,800 per year, other than 
those paid on an hourly, daily, piece, or mileage basis. 
Previously insured workers thus excluded may elect 
to continue as insured persons under specified con- 
ditions; and the Commission may extend coverage to 
all such persons; this group is now at 61,000. 


Contributions 


The basic method of making contributions by stamps 
or meter and recording them in insurance books has 
been retained. However, three main changes were 
made in regard to contributions: (1) contributions 
are based on the amount of earnings in a week rather 
than on a daily basis; (2) contributions are a closer 
approximation to the same percentage of wages in 
each earnings class; and (3) three new higher earnings 
classes have been added to allow higher ranges of 
benefits to employees in these earnings classes. (See 
tables 2 and 3.) 

The daily contribution was adopted in Canada 
under the 1940 Act to make the contribution record 
an accurate reflection of days worked and days lost 
and also of changes in the amount of earnings from 
day to day or week to week. However, the method 
was involved, entailed much risk of error, and meant 
additional difficulty in processing insurance books 
and computing benefits. 
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The weekly contribution will have several advan- 
tages over the daily contribution. For example, with 
one stamp based on total weekly earnings, it will be 
immaterial whether an employer’s establishment is 
on a 6-day or a 5-day week. A weekly earnings stamp 
will also make it easier to record contributions and 
determine periods of unemployment where there is 
short-time employment or subsidiary employment or 
where a holiday falls in the middle of a week. 

The rates of contributions are, for the most part, 
slightly lower than formerly and are more evenly 
graded as a percentage of earnings. The old rates 
ranged from 18 cents a week for earnings under $9 a 
week to 54 cents for earnings of $48 and over, 
from both employees and employers. Taken as a per- 
centage of average earnings in each contribution class, 
these contributions ranged from 3.21 percent at the 
bottom of the scale to 0.94 percent in the highest class. 

The new scale of contributions ranges from 16 cents 
for earnings under $15 a week to 60 cents for earnings 
of $57 and over. These rates are close to 1 percent 
of average earnings in each earnings class—from 1.36 
percent to 1.01 percent—about as even a progression 
as can be achieved with a set of stamps of fixed de- 
nominations. (See tables 2 and 3.) 


Benefits 


With regard to benefits under the Act, the following 
changes have been made: (1) The qualifying condi- 
tions have been amended and in some respects made 
easier; (2) the conditions for requalifying for a second 
benefit period after exhaustion of benefits have in some 
respects been made easier; (3) most of the benefit rates 
have been increased; (4) the provisions governing the 
minimum and maximum duration of benefits have been 
changed; (5) the noncompensable day has been elim- 
inated and the conditions under which a claimant, 
while receiving benefits, may earn casual, subsidiary, 
or short-time earnings have been made more equita- 
ble; and (6) supplementary benefits have been inte- 
grated with ordinary benefits and called ‘“‘seasonal 
benefits.” 

No material change has been made in disqualifica- 
tions or in the waiting period. 


Qualifying Conditions for Benefits 


Under the new Act, a claimant must, as before, show 
that he is unemployed during any week for which he 
claims benefits, and he is disqualified from receiving 
benefits if he fails to prove that he is capable of and 
available for work and unable to obtain suitable em- 
ployment. However, the qualifying contributions are 
in terms of the number of contributory weeks rather 
than daily contributions. 

The minimum qualification for benefits is that con- 
tributions have been paid in each of 30 weeks during 
the 2 years preceding the date of claim, including at 
least 8 weeks in the year immediately preceding. This 
minimum employment entitles a claimant to a mini- 
mum period of benefit of 15 weeks. Each additional 
2 weeks of contributions entitles him to a further week 
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of benefit up to the maximum of 36 weeks of benefits 
for 72 contributory weeks. 

Moreover, it is not necessary for a claimant to have 
been employed for the whole of each week. The for- 
mer requirement of 180 days meant the equivalent of 
30 complete weeks of employment, reckoning each 
week as 6 working days. Under the new provisions, 
even 1 day of employment in a week gives a weekly 
contribution credit. Of course, such partial employ- 
ment, at lower earnings per week would, if prolonged, 
result in a lower weekly rate of benefits, but a claimant 
could qualify for benefits sooner than under the old 
provisions. For example, under the old daily stamp 
system, if a person was reduced to 4 days a week he 
received four daily stamps for his week’s work. If the 
short-time lasted for 3 months, he was credited with 
52 days or 845 weeks under the daily plan, while under 
a weekly plan he would be credited with 13 weeks. 

The re-qualifying conditions have also been made 
easier. Instead of 60 days during the last year (or 45 
during the last half year), a claimant has to build up 
credit for 8 additional contribution weeks after the 
commencement of his previous benefit period. Of 
course, he will have to show that contributions have 
been made in each of at least 30 weeks in the 2 years 
preceding the date of his claim. 


Rates of Benefits 


It has been realized for some time that because of 
the rise in wage levels, the old benefit rates did not 
represent the same percentage of average earnings as 
formerly. The 1940 Act originally gave benefits which 
were slightly less than ordinary earnings in the lowest 
brackets and gradually fell to approximately 50 per- 
cent of earnings in the top brackets. Benefit rates have 
been adjusted several times to keep them in line with 
earnings (see table 1). Under the new Act, the maxi- 
mum weekly rate for a single person is increased from 
$17.10 to $23.00 and for a claimant with one or more 
dependents, from $24.00 to $30.00. (Average weekly 
earnings, excluding agriculture, are now about $61.00.) 
There are adjustments also for the persons in lower 
earnings brackets. (See tables 2 and 3.) 


Duration 


Under the old Act, a claimant was entitled to 1 
day’s benefit for 5 days’ contributions in the previous 
5 years less 4 of the benefit days drawn in the previous 
3 years. This provided a minimum of 6 weeks’ 
benefit and a maximum of 51 weeks (1 year less the 
waiting period), depending on the length of time an 
insured person had contributed. 

A claimant could obtain 51 weeks’ benefits only if 
he had a record of contributions for unbroken employ- 
ment over a period of 5 years preceding his claim. 
Under the new Act, if he has made contributions for 
60 weeks within the 2 years prior to his claim, he can 
obtain benefits for 30 weeks. Under the old Act, 60 
weeks’ contributions gave only 12 weeks’ benefits. 
Moreover, he need not have been employed for the 
whole of any week if he has contributed for some in- 
surable employment in each of the 60 weeks. 
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TaBLE 1.—Maximum Weekly Benefit and Average 
Weekly Earnings, Selected Dates, 1942-1955 











| Maximum | Average | Percentage 

Year | weekly weekly | of benefit 

benefit ! earnings | to earnings 

OEE Eifouss $14.40 | $28.62 50.0 
Lo Se rere 18.00 | 40. 06 46.7 
SEES ee ere 21.00 | 44.84 | 46.8 
LD Se ee ee, 24.00 | 54.13 | 44.3 
BE iy ou serene es ols 30.00 | 29. 20. i 50. 1 


| | 


= 1 Including allowance for dependents. 





The great majority of insured persons have a good 
contribution history and in the last several years the 
credit set up for unemployed persons when they file 
claims is not fully used in many cases. For example, 
during the 5-year period, 1949-1953, about 4 of all 
those establishing benefit rights were entitled to 180 
days (30 weeks) or more, but only about %p» actually 
drew benefits for 180 days or more. The average 
duration authorized for all claimants was 26 weeks 
but the average benefit drawn by all claimants was 
9 weeks; 90.1 percent drew 1 to 19 weeks; only 6.4 
percent drew 20 to 29 weeks; and only 3.5 percent, 
30 weeks or more. Since a high percentage of claim- 
ants do not use the long period of entitlement, reduc- 
tion of the maximum period of entitlement to 36 weeks 
seems justified. 

On the other hand, the minimum duration of 6 
weeks provided for a person who had made the mini- 
mum 180 daily contributions was found to be in- 
sufficient to carry many claimants over their actual 
period of unemployment. This applies especially to 
immigrants, young persons, and others who have 
newly entered insurable employment and to persons 
who have been unable to obtain steady employment 
and thus to build up a solid record of contributions. 
These groups tend to be unemployed sooner than 
employees with seniority and also tend to have more 
difficulty in getting back into employment. There- 
fore, the minimum period of benefits has been raised 
to 15 weeks. 

When the actuaries were studying the effect of the 
new benefit formula, they made a careful estimate 
of the difference that would have resulted in the num- 
ber of benefit days allowable to claimants during a 
selected period, had the new formula been in effect 
at that time. They took as an example the claim- 
ants whose years ended in the calendar year 1953 and 
estimated the number of benefit days that would have 
resulted from the new formula. Their conclusion 
was that approximately 4.5 million additional benefit 
days would have been allowed to those claimants under 
the new formula. 


Allowable Earnings 


In the matter of allowable earnings, the old Act 
allowed a claimant to be considered unemployed if 
he had a part-time job which could be carried on 
outside ordinary working hours of his usual employ- 
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TaBLE 2.—Old Contribution and Benefit Rates 
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| Contribu- Wesdiiebeie | Benefit as percent 
| Average | Employee | tion as eee, Some | of average earnings 
ae ee | of earn- weekly percent- == 
ee ee ings in contri- age of | 

range bution average . With de- | «. | With de- 

earnings Single | pendents | Single | pendents 
es Peer re ere rr $5. 60 $0. 18 | 3.21 | $4.20 | $4.80 | 75.0! 85.7 
ON Gt oa oss os eek eee ee ee wed eam 12. 80 . 24 1.88 | 6.00 | 7.50 | 46.9 | 58. 6 
a SPEER EE CET TCT Ceres ie 17.85 . 30 | 1.68 | 8.70 12.00 | 48.7 | 67.2 
ef | ee eee re rere raat 23. 70 . 36 | 1.52 | 10.80 15.00 | 45.6 63. 3 
ee ree eee eee 30. 20 . 42 | 1.39 | 12.90 18. 00 42.7 59. 6 
ig og Cagis ow ids kee a eeee 40.95 . 48 1.17 | 15.00 21. 00 36. 6 51.2 
ND i i vcs vias dnahoarthawes 57. 50 . 54 | . 94 17. 10 24. 00 29.7 41.7 


ment, and if the earnings from this subsidiary occu- 


many anomalies. A claimant who earned $3 each 
day of the week lost his benefits for the whole week. 
Another claimant who earned the same amount of 
money in 1 or 2 days received benefits for the days 
on which he was unemployed. Similarly, a claimant 
earning up to $2 per day in subsidiary employment 
outside of his usual working hours was deemed to be 
unemployed throughout the week, while a claimant 
who earned even a small amount from his regular 
employer, say for 1 hour’s work each day, was deemed 
to be employed and got no benefits for that week. 
Anomalies resulted also from the old provision that 
the first day of unemployment in any period of unem- 
ployment was a non-compensable day. This device 
was intended to eliminate claims for very short 
periods and to help a single plan of unemployment 
insurance to fit a wide variety of employment con- 
ditions. However, the reasons for the provision were 
difficult to explain to claimants and the anomalies 
were aggravated by the spread of the 5-day week. 
None of the rules which were applied in an attempt 
to adjust the non-compensable day under these cir- 
cumstances was satisfactory. Owing to the variations 
in working weeks, workers in different plants lost 


TABLE 3.—New Contribution and Benefit Rates 


the same amount of pay but some got benefits and some 
did not. 

The same sort of anomalies occurred in the treat- 
ment of short-time employment. One plant would 
shorten the working hours but continue to employ its 
workers on every working day. They got no benefits. 
Another plant employed its workers in alternate 
weeks; they got benefits in the weeks of unemployment. 

Under the new benefit formula, the non-compensa- 
ble day is eliminated and the rule regarding subsidiary 
earnings is modified. A claimant receives his full 
benefit payment during a claim week if the earnings 
he gets from any casual, part-time, or short-time 
employment do not exceed the allowable amount ($2 
to $13 per week, depending on his benefit rate. See 
table 3). If he exceeds that amount, he does not 
necessarily lose all his benefits. The amount of the 
benefit is simply reduced by the amount of the excess 
of his earnings over the allowable scale. 

Generally a claimant who loses only 1 day’s work 
will get no benefits, as the amount of his earnings 
from the other days of employment in that week will 
so greatly exceed the allowable limit as to reduce the 
benefit to zero. A claimant who gets only a small 
amount of work during a week while he is on benefits 
will get benefit in proportion to the drop in his usual 











| | 
| | Contribu- | Benefit as percent | 
Average | Employee | tion as | Weekly benefit | of average earnings | Weekl 
W ‘ of earn- weekly percent- | _ see ie <7 
eekly earnings range ings in contri- age of | | allowable 
range bution average | gc: | With de- vs | With de- | ©4Pmnss 
earnings | Single | pendents | Single | pendents | 
| | | | 
Pet ie toe | 2 a ar $11. 80 $0. 16 1. 36 | $6 | $8 | 50.8 67.8 | $2 
SEB IE so oc ohcensccndewes 17. 85 . 24 1. 34 | 9 | 12; 50.4 67.2 | 3 
ok a oe 23. 70 . 30 1.27 | 11 | 15 | 46.4 63.3 | 4 
pk Ot, Serr 29. 65 . 36 1.21 13 | 18 | 43.8 60. 7 5 
PION EO BODO I oo bie 0 leis iein's waa 35. 60 . 42 1. 18 15 | 21 | 42.1 59.0 6 
Serre ere eer 41. 60 . 48 1.15 17 | 24 | 40.9 57.7 7 
SOM s op ves cs ienscasene 47.55 . 52 1. 09 19 | 26 | 40.0 54.7 9 
ah kw ee 53. 50 56 1.05 21 | 28 | 39.3 §2.3 i1 
Sot Pec ccsiswsssesaes 59. 70 . 60 1.01 23 30 38.5 50. 3 13 
| | 




















1 When earnings are less than $9, the contribution is 8 cents and for benefit purposes is counted as 4 week. 


2 Maximum insurable earnings $60. 
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earnings, after taking the allowable earnings into 
account. This provision will eliminate the anomalies 
now arising out of short-time work, the 5-day week, 
the non-compensable day and the subsidiary employ- 
ment rule. , 

It must be noted that the effect of this provision is 
to extend the duration of benefits for claimants getting 
partial benefits. Such a claimant will still have a 
credit at the end of 36 weeks and if his incidental 
earnings during some weeks are fairly substantial, he 
may continue to receive benefits throughout 51 weeks 
instead of 36 weeks, i. e., until the end of his benefit 
period. 


Seasonal Benefits 

Seasonal benefits, formerly called supplementary 
benefits, are payable during the 15-week period, Jan- 
uary 1 to April 15, because it is recognized that at 
this time of year unemployment is always greater and 
that persons whose ordinary benefits run out in the 
late fall or winter months find greater difficulty in 
obtaining employment. 

Under the new Act, seasonal benefits are at the 


same rate as ordinary benefits (formerly 80 percent of 


the regular rate for 3 to 6 weeks). A claimant whose 
regular benefit period terminated after April 15 pre- 
ceding the date of his claim for seasonal benefits is 
eligible for 15 weeks’ seasonal benefits. A claimant 
who fails to qualify for regular benefits but has made 
15 or more weekly contributions since the preceding 
March 31 will qualify for 2 weeks’ benefits for every 


3 such contribution weeks, or for 10 to, 15 weeks of 


benefits during the period. In effect, a regular benefit 
period can thus be extended during the winter from 
the ordinary maximum of 36 weeks to 51 weeks. 


Waiting Period 

In the new Act, provision is made for a waiting 
period of 6 days, the equivalent of the former waiting 
period of 5 days plus the first non-compensable day 
at the beginning of an initial claim. Under a scheme 
of unemployment insurance the insured person can be 
expected to absorb a small part of the loss as is often 
done under automobile and personal property insur- 
ance. This provision saves expense to the fund by 
eliminating claims that otherwise would be made for 
very short periods of unemployment and makes a 
lower rate of contributions possible. Eliminating such 
claims makes it unnecessary to investigate the genu- 
ineness of the unemployment, something that is often 
difficult to verify when it is only of 1 or 2 day’s 
duration. 

Since 1950, the Commission has had power to pre- 
scribe conditions under which the waiting period can 
be deferred in order to prevent hardship for a claimant 
when a new benefit period begins after he has been 
unemployed for some time. The new Act provides 
that the waiting period in such cases can be waived 
entirely instead of being merely postponed. 


Transitional Provisions 


The benefit amendments will result in more benefits 
being paid to many more claimants than in the past. 
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However, there will be cases where claimants, who 
have been insured for a long period, would have ob- 
tained more benefits under the old Act than is possible 
under the new one. Provision is made, therefore, that 
during a transitional period of 3 years any cla’mant 
who exhausts his benefits on his first claim after 
October 2, 1955, will be entitled to any additional 
benefits that he would have received under the old 
Act had it been in force. 

The potential benefits under both the old and the 
new provisions will be expressed in terms of a money 
credit; if the old Act would have resulted in a larger 
credit, the excess will be translated into the equivalent 
number of additional weeks of benefits at the new 
rate. No claimant need fear, therefore, that, for ex- 
ample, the reduction in the maximum duration from 
51 weeks to 36 weeks will adversely affect him on a 
first claim filed within 3 years after October 2, 1955, 





AT Press TIME 


(Continued from page 2) 


to direct youth to training facilities available to them 
to qualify for jobs. 


Federal Employment 


CHAIRMAN Philip Young of the U. S. Civil Service 
Commission recently called on Federal officials to 
“spotlight the accomplishments of Federal career 
workers” in order to help attract more highly trained 
and talented people to compete for Government jobs. 

He pointed out that every agency has a big stake 
in the success of the Government’s recruiting program, 
because the complexity of Government operations 
today has greatly increased the need for trained and 
talented people in the Federal career service. ‘*Too 
often,’ he added, “the opportunity for a rewarding 
career in Government is overlooked by such people.” 

Mr. Young praised the people in the career civil 
service for their devotion to duty. ‘‘I feel sure,” he 
said, ‘‘that President Eisenhower takes comfort from 
the knowledge that during his illness Federal career 
employees are carrying on the important tasks of 
Government with their usual dedication and de- 
termination.” 


Record College Enrollment 


ENROLLMENT Of students in the Nation’s colleges 
and universities this past fall was estimated by S. M. 
Brownell, Commissioner of Education, U. S. Depart- 
ment of Health, Education, and Welfare, at 2,716,000. 

‘*This is an all-time record,’’ Commissioner Brownell 
said. ‘It is 8.6 percent greater than the previous 
peak of 2,500,000 students enrolled last fall and marks 
the fourth consecutive year of college-university stu- 
dent increase in the United States.” a 

The colleges and universities indicated a 1955 fall 
enrollment of 694,000 new students, an increase of 8 
percent over that of fall 1954. 
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Supplementary Unemployment Payments: 
A New Development in Collective Bargainin¢ 


By E. J. EBERLING 
Chief, Research and Statistics 


Tennessee Department of Employment Security 


and Professor of Economics, Vanderbilt University 


HE collective bargaining agreement signed by the 

Ford Motor Company and the UAW-CIO on 

June 8, 1955 is one of the most significant settle- 
ments effected by labor-management negotiations in 
recent years. This new 3-year agreement made provi- 
sion for higher annual improvement factor increases, 
wage adjustments for skilled workers, a revised cost-of- 
living escalator formula, and liberalized pension, insur- 
ance, vacation and holiday pay. It also included 
unique provisions under the terms of which Ford 
workers who are laid off in reduction of force may 
receive supplementary unemployment payments fi- 
nanced and paid by the Ford Company, in addition 
to State unemployment insurance benefits. 

It is these provisions for supplementary unemploy- 
ment payments which make this agreement so signifi- 
cant, not only to the public at large but particularly 
to UI administrators, since these payments are to be 
“integrated”’ with the Federal-State unemployment 
insurance system. 

The Ford agreement covered about 140,000 workers. 
Within a week after this agreement was signed, a 
practically identical one was signed by the same union 
and the General Motors Corporation (June 12, 1955). 
It was ratified by the union on June 22, 1955. The 
GM Plan covered 350,000 employees represented by 
the UAW and 40,000 represented by the International 
Union of Electrical, Radio and Machine Workers— 
CLO. 


SUP is Now Widespread 


Since the adoption of the Ford and GM Plans, 
provisions for company supplements to State UI bene- 
fits have been included in at least 75 collective bar- 
gaining contracts. Thus, over 1% million workers 
were covered (at the end of October 1955) by such 
contracts. With few exceptions, the union involved 
in the agreements is the UAW-CIO. The majority 
of plans are similar in substance to the Ford and GM 
Plans. Some of them, however, vary enough in detail 
to justify special notice. And one (in the glass in- 
dustry) is not integrated at all with UI. 

Four of these plans have been selected for discussion 
here because they represent fairly adequately the 
pattern which has been developing since the inception 
of the Ford-GM type of plan. They are the Ford, 
\llis-Chalmers, American Can, and Pittsburgh Plate 
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Glass Plans. (The Libbey-Owens-Ford Glass Co. 
plan is practically identical with that of the Pittsburgh 
Plate Glass Company. Likewise, there is very little 
difference between the American Can and Conti- 
nental Can Company plans.) The principal fea- 
tures of the four plans are summarized on page 28. 


Some Provisions Are Alike 


Certain provisions are common to all four plans. 
For example, they all require favorable Federal rul- 
ings from the Treasury Department that it will recog- 
nize company contributions to the funds set up to pay 
SUP as deductible expenses for Federal income tax 
purposes and from the Department of Labor that no 
part of such contributions shall be included in the 
regular wage rate of any employee. A Department 
of Labor ruling to this effect was made on September 
7, 1955 by the Wage-Hour Administrator. All plans 
with the exception of that of the glass industry are 
integrated with the payment of State UI benefits and 
require, as a general rule, that eligibility for UI bene- 
fits must be proved before a claimant may receive 
supplementation. 

Likewise, all plans, except the glass companies, 
base benefits on the workers’ recent base wage rates; 
require one waiting-period week in a year; do not 
allow benefits in cases of quit, misconduct, or fraud; 
do not pay benefits in cases of layoff due to war, 
sabotage, or Act of God; and limit the maximum 
weekly supplement to $25. All the plans make provi- 
sion for the establishment of trust funds—the glass 
industry having a separate trust account for each 
employee; the other three, a general trust fund. 

The basic formula for computing benefits, again 
with the exception of the glass industry plan, deter- 
mines the amount of the supplement as the difference 
between the weekly benefit paid the worker by the 
State UI system and 65 percent of his take-home pay. 
Some exceptions to this are noted in the chart and 
discussed later. The size of the fund is an important 
factor in determining the amount of the weekly benefit 
in the case of all plans except that of Allis-Chalmers. 

The duration of benefits is related to the size of the 
fund in all four plans. The maximum duration is 
26 weeks for both the Ford and Allis-Chalmers Plans, 
52 weeks for the American Can Company Plan. 
Workers covered by the glass industry plan have a 
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maximum individual reserve of $600 and may draw 
a minimum of $15 and up to a maximum of $30 per 
week. Therefore, theoretically a worker could draw 
the minimum benefit for 40 weeks and the maximum 
for 20 weeks. The actual duration of benefits for 
any one claimant, excluding the size of the fund as 
a consideration, for the three plans integrated with 
UI will depend upon how many “‘credit units”’ he has. 
This, in turn, is governed by the number of weeks of 
work for which he was paid and his seniority. 

Two of the four plans—those of Allis-Chalmers and 
American Can—add dependents’ allowances of $2 
for each dependent up to four. 


A Substitute Available 


An interesting provision with respect to the three 
plans integrated with UI is that in those States where 
supplementation (that is, concurrent payment of UI 
benefits and SUP) is not possible, a substitute plan 
is available whereby a claimant may still receive the 
supplementary payments by filing for SUP every 
third or fourth week (not filing for UI for that week), 
and receiving 3 or 4 times the weekly supplement to 
which he is entitled. 

Other features which all four plans have in common 
may be noted by reference to the chart. In order to 
view each of the plans as a unit and particularly to 
note some basic differences among them, the discus- 
sion which follows will treat each one separately in 
some detail. 


The Ford Plan 


The plan of the Ford Motor Company is, of course, 
important in any discussion of the development of 
SUP since it was the trail blazer and set the pattern 
for most of the plans which were negotiated later. 

The purpose of the plan as stated in the agreement 
is “to supplement State system unemployment benefits 
to the levels herein provided and not to replace or 
duplicate them.” 


Life of Plan 


The plan is to continue in effect until June 1, 1958 
with automatic renewals for successive one-year peri- 
ods thereafter unless either party desires to amend or 
revise it. There is also a provision that, if the plan is 
terminated prior to the expiration date because of 
failure to obtain favorable Federal and State rulings, 
the company and union will negotiate for a period 
of 60 days following the termination as to what use 
shall be made of the money which the company would 
otherwise be obliged to contribute under the plan. 
If no agreement is reached, then provision is made 
for a general wage increase of 5 cents per hour to 
all covered employees. 


Federal and State Rulings 


The company is not required to make any contribu- 
tions to the funds until it has received the favorable 
rulings from the Commissioner of Internal Revenue 
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and from the U. S. Department of Labor discussed 
above. 

In addition, it is provided that no benefits are pay- 
able from the funds for any pay period beginning 
prior to June 1, 1957, unless the company has re- 
ceived favorable rulings from States in which, in the 
aggregate, at least two-thirds of the employees are 
employed—that an unemployed worker can receive 
State UI benefits and the company supplement con- 
currently. If such State rulings are not in effect by 





June 1, 1957, all obligations of the company cease, 


the plan is terminated and any funds already accumu- 
lated are liquidated in Weekly Supplemental Bene- 
fits in States where supplementation is permitted and 
in Substitute Supplemental Benefits where it is not 
permitted. The Ford Plan is the only one of the three 
integrated with UI and discussed in the chart which 
bases the continuance of the plan upon the receipt 
of favorable State rulings as described above.’ It 
should be kept in mind, too, that even if favorable 
State rulings are secured immediately, no benefits 
are payable until June 1, 1956. 


Financing the Plan 


The plan is financed solely-by company contribu- 
tions of 5 cents for every man-hour for which employ- 
ees are paid. Contributions are paid into one of 
two separate trust funds—one for employees engaged 
in regular production and the other for employees 
engaged in defense production. Each fund is to be 
built up to a maximum with contributions ceasing 
when that level is reached. This maximum funding 
position varies with the number of employees on the 
payroll plus those laid off who are entitled to benefits. 

In an address before the Interstate Conference of 
Employment Security Administrators in St. Louis on 
September 21, 1955, a company spokesman, Joseph 
A. O’Reilly, Staff Attorney, Ford Motor Company, 
illustrated arithmetically the concept of maximum 
funding as follows: 

(1) Maximum potential benefits per employee: 
26 weeks X $25 = $650. 

(2) About 60 percent of this theoretical limit is 
the assumed maximum level toward which 
the plan should be funded; hence, 60 per- 
cent of $650=$390. $390X140,000 hourly 
rated employees=$54.6 million; rounded 
off to $55 million. 


Benefits 


Employees who are laid off will receive cash benefits 
ranging from $2 to $25 a week for a maximum of 26 
weeks at one time. These benefits, when combined 
with State UI, will give an employee an amount 
equal to 65 percent of his weekly straight-time Ford 
pay (after taxes) for a 40-hour week for the first 4 
consecutive weeks of benefits and 60 percent of his 
take-home pay for a period up to 22 weeks, after he 
has served a waiting period of 1 week. 


1 This ts true also for the GM Plan. 
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The Ford Plan 


Number of Credit Units to be Surrendered at Different Fund Levels Related 


to Seniority 





| And if the seniority of the person to whom such benefit 
| is paid is the number of years specified below: 


If the trust fund position applicable to 
the week for which such benefit is | 
paid is the percent specified below 


1 but 





5 but |10 but | 15 but | 20 but | 


25 and 
| less than | less than | less than | less than | less than 
5 10 15 20 NE aes 

Car WOE eee oe as See Hea Se 1.00 | 1. 00 1.00 | 1. 00 1.00 | 1.00 
UMM oo 3 9.4. cc Ses hae PR aes ee PE 1. 00 1.00 | 1. 00 1. 00 1. 00 
Riemer Sok. ccd 0S. ents Oa ee eee 25: | Pe 1. 00 1. 00 1. 00 1. 00 
ON Re re re tr ne ee 1. 43 | 1.25 1. 11 1. 00 1. 00 1. 00 
EERIE 9.25 hci es «ab eee 1. 67 | 1. 43 eke po 1. 00 1. 00 
NR os 5 ou ich'n--a Goes eae Geren 2. 00 1. 67 1. 43 1. 25 1:91 1.00 
ojo | ee ene OER IRIE oP her ar he 2. 50 2. 00 1. 67 1. 43 4.25 1. $3 
PIE So hc ic DAG Sieh Set eren 3.33 2. 50 2. 00 1. 67 1. 43 4.25 
SR od Ss race aah a SR OE Ea 5. 00 35a | 2. 50 2. 00 1. 67 1. 43 
ARE hg nd Io Naa amin a or) 6 igh cay ime ee 10. 00 | §, 00:33 3.33 2. 50 2. 00 1. 67 
RMN nds Arete eA Ree eA CA rte ae ea ee ER ree aa Lee a 


1 No benefit payable. 


Employees become eligible for benefits by acquiring 
‘credit units’? for each work week of at least 32 hours 
after June 1, 1955. During the first 2 years of the 
agreement, workers with less than 10 years service 
with the company receive a fourth of a credit unit for 
each week worked; those with longer service, half a 
unit. Beginning with the third year, all workers 
receive half a credit unit for each week. No employee 
can accumulate more than 26 credits. Employees 
are not eligible for credit units until they have acquired 
a year of seniority, but they receive them retroactively 
when they obtain seniority. 

Employees surrender their earned credit units to 
receive benefits in event of layoff. The number of 
credits they have to surrender to receive a week’s 
benefit and, hence, the duration of benefits, varies 
with the ‘‘trust fund position’? and the worker’s 
seniority. ‘The following table shows how this arrange- 
ment will work. 

The amount of the supplement will not be reduced 
unless the fund falls below 13 percent of maximum 
funding; if this happens, weekly benefits are decreased 
by 20 percent. If the fund falls below 4 percent, no 
benefits are payable. 


An Illustrative Case 


In his St. Louis address Mr. O’Reilly gave an illus- 
tration of how the benefit provisions work out in the 
case of a Michigan employee of the company who has 
1 wife and one child. He assumed that the employee 
was earning $100 weekly straight time pay before 
taxes and $87.02 after taxes. Under the Michigan 
Employment Security Act he would be eligible to 
receive $42 a week. Assuming no prior layoffs in 
he calendar year, this employee would receive in the 
‘irst 4 weeks of a layoff (subject to waiting-period 
rovisions) an additional $14.65 under the Ford Plan, 
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making his total income $56.56 a week, or 65 percent 
of his take-home pay. After the first 4 weeks of such 
layoff, he would receive a regular benefit of $10.21 a 
week, bringing his total income to $52.21 or 60 
percent of his take-home pay. 


Further Eligibility Provisions 


As pointed out previously, an employee must /irst 
qualify for and receive a State unemployment com- 
pensation check before he is entitled to a supplemental 
benefit. There are a few exceptions to this, however. 
For example, where the claimant has been declared 
ineligible for State benefits because he did not have 
sufficient work in his base period or he cannot receive 
such benefits because the limit of duration has been 
reached, he may still receive SUP. If a State will not 
permit supplementation, the claimant may receive 
the supplement anyway as a substitute benefit, as 
described above. 

Other eligibility provisions of the plan require that 
the claimant must register at and report to the local 
Employment Service office; he must not fail or refuse 
to accept work deemed suitable under the State sys- 
tem; and he must not be claiming or be eligible for 
accident, sickness, or other disability benefit (except 
survivor’s allowance under workmen’s compensation 
laws) or pension or retirement benefit; and he must not 
be receiving any other unemployment benefit. 


Administration 


During the early period of the plan, the company is 
responsible for decisions as to eligibility for benefits 
and other aspects of administration. Later, such pro- 
visions will be administered by a board of 7 members 
to be comprised of 3 persons appointed by the com- 
pany, and 3 by the union, with these 6 appointing 
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1. Agreement executed.... 
2. Length of term of agreement. . 
3. Rulings required. ... 


+t. Deadline for rulings........ 


6. Company contribution 
hour. 

Initial maximum funding: 
a. Per worker. 
b. Total (millions)........ 

8. Type of fund. . 


per 


9. Nature of fund assets........ 


Who administers fund?. . 


11. Does fund depend on average 
benefit? 

12. Does WBA depend on size of 
fund? 

13. Does duration depend on size 
of fund? 

14. Payments suspended if below x 
percent? 

15. Eligibility: 


a. Seniority (minimum). . 

b. Period of eligibility 

c. Is applicant eligible other 
than during company 
layoff? 


d. Must applicant be quali- 
fied also under UI? 

e. Waiting period required? . 

f. Are credits cancelled in 
case of quit, mis- 
conduct, fraud? 

g. Are benefits paid in case 
of layoff due to war, 
sabotage, strikes, or 
act of God? 

h. Benefits if no UI because 
of: 

(1) Lack of qualify- 
ing wages. 

(2) Duration 
hausted. 






eX- 








i. Accrual of credit units... 















June 1, 


5. Result if not approved.......! 


Ford 


3 years. . 
Federal and State 


i957 .. 


Plan fails . 


5 cents. 


$400. 
$55... 
General trust fund . 


Cash or general obli- 
gations of United 
States Government. 

Trustee—Bank or 
trust company. 


Yes 
Yes 
Yes 


Yes—4 percent 


1 year.. 
18 months, 
No.... 


Yes 


Yes 
Yes 


None.... 


Regular—60 percent 
of take-home pay. 


Weeks of June 1, 1955 
—May 31, 1957: less 
than 10 years sen- 
iority, 14 per week; 
10 or more years 
seniority, ‘4 per 
week. Weeks after 
June 1, 1957, \% 
credit unit per week. 


Allis-Chalmers 


September 3, 1955... 
3 years. . 

Federal and State 
September 1, 1957 
Find alternative. .... 
5 cents... 
$312. 


B5:0. 5.0 ’ a 
General trust fund.. . 


Cash or general obli- 
gations of United 
States Government. 

Trustee—Bank or 
trust company. 

er rans: 


M@. ss 


1 year 
18 months... 
No... 


Yes.. 


Yes 
Yes 


1 week... 


Up to 65 percent of 
take-home pay. 
Full 65 percent 
take-home pay. 


A 


of 


All receive \% credit 
unit per week 
starting with effec- 
tive date of plan, 
but must have 1 
year of seniority. 
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American Can 


August 13, 1955..... 
3 years. 
Federal and State... . 


None 


None 


5 cents. 


ee a. 


General trust fund . 


Indefinite 


Trustee—Bank 
trust company. 
“es 


or 


Yes 


WOE Fics Seri ROC tt 


Cn Sree ae eee a 


1 week.. 


Up to schedule...... 
Maximum raised 
from $25 weekly 
and dependents’al- 
lowances to $46.80 
plus dependents’ 
allowances for 
weeks thereafter up 

to 52. 

All receive 49 credit 
unit for each 8 
hours worked, but 
must have 3 years 
accredited service. 
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Pittsburgh Plate Glass 
September 3, 1955. 

3 years. 

Federal and State. 
None. 

None. 

5 cents. 


$600. 
Excess to vacation pay. 


Separate trust account 


for each employee. 
United States Govern- 
ment bonds or equi- 
valent securities. 
Trustee. 
No. 
Yes (individual). 


Yes (individual). 


No. 


“Regular.” 
? 


When absent from 
work at least 2 con- 
secutive pay periods 
because of injury or 
sickness. 

No. 


No. 
No. 


Yes. 


Benefit payments not 
based on credit units. 















PROVISIONS OF FOUR SUPPLEMENTAL UNEMPLOYMENT PAYMENTS AGREEMENTS—Con. 











Ford Allis-Chalmers American Can Pittsburgh Plate Glass 
16. Benefits: 

a. Computation of com- | 65 percent of take- | 65 percent of take- | Schedule, $2 weekly No relation to take- 

bined primary benefit. home pay, 4 weeks; home pay. wage brackets, home pay; not more 
60 percent of take- (about 65 percent than 10 percent of 

home pay, up to a of take-home pay. account balance or 

maximum of $30, whichever is 

weeks. smaller, not less 

than $15 or ac- 

count balance, 

whichever is smaller. 

b. Maximum combined | No maximum....... No maximum ...... eee. Boss ees oie No maximum. 
primary benefit. ba) 

c. Maximum primary sup- | $25.............:5. Rare area Bio oso een k es $30. 
plement. w. 

. d. Minimum supplement...| $2................. None (less than $2 None (less than $2 | $15 or account bal- 
t cumulated). cumulated). ance. 

e. Dependents’ allowance..| Tax advantage on | Variable maximum | $2 flat for each of | None. 

3 take-home pay. $2 for each of 4, four. 

i plus tax advantage. 

f. Definition of dependent. .|..............60008: Any eleege an em- | Spowe and child... .|.. 0... cone. ccc eees 

ployed husband. 

g. Duration: 

(1) oe or vari- | Variable........... Variable... ckccac ccs ee Variable. 
able: 
(2) Maximum: .....5. 26 weeks....... = si IEE Peis ad ob 52 weeks... ..:. ...| About 27 weeks. 

h. Alternative plans for | Substitute  supple- | (a) Substitute (3 or | (a) Substitute......0............0...000. 
benefits where supple- mentation; appli- 4 weeks). ee II iis Solid oc ieee wuniecis Wes 
mentation not possible. cant may file for | (b) Lump sum alter- 

supplementation native. 
every third or 
fourth week and 
receive 3 or 4 times 
wa weekly supplemen- 
si tation in a single | 
Is sum. 
or i. Disputes about SUP | (a) Local committee.) (a) Local committee.) (a) Union and com- One union and one 
benefits. pany. company officer. 
(b) Board of admin- | (b) Board of admin- | (b) Arbitration... .. 
istration. istration. 
17. Coverage: 

a. WOHNITORS. «65 oo 60 a%aos EEE EET CC EReL)  VETeCeTEL ES era Each employee in bar- 
ployees in contract | gaining unit other 
unit. than temporary em- 

ployee. 

b. Number of employees. ..| 140,000............ DCO ekg Es ba Dae a rage 23,000 (Pittsburgh 

Plate Glass and Lib- 
bey-Owens-Ford). 
18. Administration: | 
a. Who administers SUP?..| Board of administra- | Board of administra- | Company—Disputes | One company repre- 
| tion—three com-/| tion — three com- | _ referred to arbitra- | | sentative and one 
| pany representa- | pany representa- | tor. union _srepresenta- 
| tives, three union, | _ tives,’ three union, tive. 
and one “‘import- | and one ‘“im- 
| ed” chairman. ported” chairman. 
b. Who pays cost of admin- | Fund.............. POU iis wdasn canes | Company... cess os | Company. 
istration? | | 

: | | | pals 
04 in impartial chairman. Administrative costs are paid First, it provides 65 percent of normal take-home 
irom the fund. pay for the full 26 week period over which benefits 
may be paid instead of 65 perccat tor only 4 weeks 

Che Allis-Chalmers Plan as in the Ford plan. 
Second, when a worker exhausts his State UI bene- 
[his plan was approved by the company and the fits he will still receive 65 percent of his take-home 
AW-CIO on September 3, 1955. While patterned pay for the remaining period of layoff up to 26 weeks. 
‘ter the Ford and GM type of plans, it modifies them Under the Ford plan, he receives only the difference 
1 important details. between either 65 percent or 60 percent of take-home 

2) 
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pay and the weekly UI benefit he was receiving before 
the State UI benefits were exhausted. 

Third, a laid-off worker is assured 65 percent of 
normal take-home pay plus $2 additional for each 
dependent up to four. (Ford has no dependents’ 
allowances. ) 

Fourth, if an employee works less than full time, he 
can earn \% credit unit for each day worked, up to a 
maximum one-half credit on which SUP and duration 
are based. Under the Ford plan, the worker receives 
no credit units unless he works at least 32 hours in a 
week. 

Fifth, unlike the Ford plan, benefit amounts are not 
reduced and payments are not suspended as long as 
any monies are left in the trust fund. 

Sixth, a laid-off worker is not disqualified for refusing 
other work unless it is work he can properly be assigned 
under collective bargaining agreement. 

Seventh, ‘benefits are payable in all States either on 
the anniversary date of the agreement or as soon as 
Ford or GM begin to pay benefits in any State, which- 
ever is later. 


The American Can Company Plan 


This plan was approved by the company and the 
Steelworkers—C1O on August 13, 1955. Benefit pay- 
ments begin October 1, 1956. This plan differs from 
that of Ford and GM mainly for two reasons: (1) It 
protects the income of a laid-off employee for as 
much as 52 weeks instead of 26 weeks: and (2) the 
operation of the plan is not dependent on State laws 
or rulings permitting private supplementation of UI. 
(This is true of all plans discussed here except the 
Ford type.) 

This plan and that of the Continental Can Company 
are practically identical. Except for the two items 
mentioned above, this plan is similar to the Ford plan. 
One other important exception is a provision for de- 
pendents’ allowances as in the Allis-Chalmers plan. 


The Pittsburgh Plate Glass Plan' 


The basic difference between this plan and the other 
three discussed is that it is not in any way integrated 
with UI. The two systems are mutually exclusive. 

The glass company plan was approved September 3, 
1955 by the company and the Glass Workers Union— 
CIO. Under this plan each worker has an individual 
account and a vested interest in money paid into it. 
Withdrawals are possible from the account in the event 
of either unemployment or protracted illness. A max- 
imum balance of $600 is set up for withdrawal from 
each account, but the company agrees to continue 
paying 5 cents an hour into the individual accounts 
even after the maximum SUP fund is reached. When 
a covered worker collects annual vacation pay, he re- 


1 This plan is similar in principle and detail to the General Motors 
Company Income Security Plan, negotiated with an independent union 
at its Euclid Division. 
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ceives his vacation pay plus the amount in his account 
in excess of $600. All funds in an employee’s account 
are paid to him if he quits, retires, or is discharged. 
If he dies, the balance is payable to his estate. 

As of September 25, 1955, the company pays 5 cents 
per hour into individual accounts. A year later the 
company will set aside an additional 5 cents an hour 
per worker to be used either to raise payment into 
SUP accounts to 10 cents an hour, or to increase base 
rates, improve fringe benefits other than pensions, or 
both up to 5 cents an hour total. 

No payments will be made from individual accounts 
until September 25, 1956. After that workers can 
draw benefits weekly if laid off or idled by illness. 
The weekly payment is to be not less than $15, or the 
balance in the account, or more than 10 percent of 
the balance with a maximum of $30. No payment 
will be made for idleness due to disciplinary reasons, 
slowdowns, or strikes. 


Mending the a | in Work 


RECENT contact between the Wage and Hour and Public 

Contracts Divisions and the Massachusetts State Employ- 
ment Service started a chain of events which resulted in the 
placement of 20 unemployed women from Winooski, Vt., in jobs 
in Clinton, Mass., some 200 miles away. 


An investigator of the WHPC Divisions assigned to an itiner- 
ant station in Worcester, Mass., received a letter addressed to 
“U. S. Dept. of Labor, Worcester, Mass.” Although the letter 
was written in French, the investigator was able to determine 
that it was an inquiry for a job from a woman in Winooski, Vt. 
This woman stated that she had some 30 years’ experience as a 
mender in the textile industry. Because the American Woolen 
Co.’s mill in her area had closed its doors, she and other experi- 
enced workers were unemployed. ‘The gist of the letter seemed 
to be “Can you help?”’ 


The investigator immediately contacted the manager of the 
State Employment Service local office in Worcester who sug- 
gested that the letter be forwarded to him. ‘The machinery in 
the local office was put to work, and, as a result, the local office 
replied to the letter (in French) advising the writer that there 
were openings for menders in Clinton, Mass., mills. He further 
suggested that the lady contact the State Employment Service in 
Burlington, Vt. 


As a result of this exchange of correspondence two Massa- 
chusetts employers sent recruiters to the Burlington, Vt., local of- 
fice to interview prospective employees. These two firms hired a 
total of 20 Vermont residents, including the author of the 
original letter. 


All the people who were placed in new jobs were grateful for 
the opportunities made available to them and are now happily 
settled in their new homes in Clinton. Thus, another example 
of the excellent results which can be accomplished when agen- 
cies work together has been entered in the books. 
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By MELCHIOR GURJIAN, Economic Analyst 
and FREDRIC L. WALSH, Communications Specialist 


Rhode Island Department of Employment Security 


ROMINENCE is given in the August 1955 Em- 

PLOYMENT SECURITY REvIEw to a statement by the 

Secretary of Labor setting forth major objectives of 
l'ederal policy with respect to the Federal-State em- 
ployment security program. ‘‘To promote the estab- 
lishment of income insurance programs for nonwork- 
connected disability,” is stated as the third of the 
overall objectives. 

Elsewhere in the same Review is the acknowledg- 
ment that this objective is far from being realized. It 
points out that: “‘A major gap in our statutory provi- 
sions for wage-loss insurance is the failure to provide 
insurance against wage-loss due to nonwork-connected 
disabilities.”” Now, well into the second half of the 
20th century, the best that can be said is that only four 
States and the railroad industry have erected shelters 
in their social insurance systems which offer such 
protection. 

Giant strides have been taken in other areas. The 
nfluence of today’s economic thinking, concerned for 
he preservation of human values in our industrial 
society, in combination with enlightened governmen- 

il policy, has erected two fortresses in the field of 

‘cial insurance against the hazards of economic inse- 

urity resulting from temporary loss of earnings. On 
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Entering illness code on benefit appli- 
cation after consulting the morbidity 
code book. 


Pioneering in Temporary 


Disability Insurance 


the national scene, unemployment insurance for 20 
years, and workmen’s compensation for 40 years, have 
aided the labor force, each in its own way, with mone- 
tary benefits in the trying periods of bad fortune when 


jobs are lost or injuries are sustained while at work. 





But an exposed flank persists—vulnerable and 
strangely unexplained. The plight of workers who 
fall victim to illness or injury not resulting from em- 
ployment, and whose needs are as great, if, indeed 
they are not in such times greater than those of unim- 
paired unemployed workers, has thus far gained little 
recognition. 


A Milestone in 1942 


Rhode Island, in 1942, was the first State to provide 
a compulsory, low-cost State program to compensate 
workers for wage losses resulting from injury or illness 
not connected with employment. This meaningful 
action, together with the unemployment insurance and 
workmen’s compensation programs, furnished Rhode 
Island workers with protection on all three of the major 
fronts against the blight of involuntary loss of earnings. 

Administered by the Department of Employment 
Security, the Rhode Island temporary disability insur- 
ance program is coordinated with the unemployment 
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A TDI claimant undergoing hospital treatment. 


insurance program. Both programs have the same 
coverage of workers, the same benefit formula, identi- 
cal payroll reporting requirements—all advantages to 
administrative convenience and economy. 

This coordination offers means of continuous scru- 
tiny and evaluation of the relative effectiveness of both 
programs in their respective areas, and has laid a 
sound foundation for their further development in an 
orderly and consistent manner as phases of the overall 
program of income maintenance insurance. 

The two programs are otherwise distinct and auton- 
omous, and free from any duplication in their financial 
structure and the types of risks covered. The disability 
program is financed entirely, both for benefit payments 
and administration, by employees through a tax of 1 
percent on the first $3,600 of earnings in subject em- 
ployment. Employers act as agents in collecting and 
transmitting this tax to the Department of Employ- 
ment Security, as part of their payroll reporting. Six 
percent of the total contributions received are set aside 
each year to cover the cost of administering the pro- 
gram. 


The First 13 Years 


In its 13 years of operation, the Rhode Island 
temporary disability insurance program has estab- 
lished a record in its own field comparable to the 
benefits afforded to workers and the whole community 
by unemployment insurance and workmen’s compen- 
sation. On an average, some 5,000 to 6,000 workers, 
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or about 2.5 percent of the State’s covered work force, 
have been paid benefits under the temporary disability 
insurance program each week. In the course of a 
year, an average of 30,000 individuals, or about 1 out 
of 8 covered employees, have collected benefits aggre- 
gating $6 million or more. These benefits have, on 
the average, replaced around 40 percent of the work- 
ers’ wage loss during the weeks of their disabling 
illness. 

Unlike unemployment insurance, claim loads and 
benefit outlays under the TDI program have shown 
no significant variation from year to year. Thus 1954, 
the latest year for which complete statistics are avail- 
able, may be taken as a representative year, except 
for the important factor of the increased earnings 
requirements, which excluded many individuals from 
receiving benefits. 

During 1954, 24,849 individuals, representing about 
11 percent of the covered work force, collected a total 
of 256,837 weekly payments in the amount of $5,- 
918,140. These figures compare with 31,580 eligible 
claimants in 1953, who received an aggregate of 
272,342 payments, for a total amount of $6,220,168. 

This drop in the number and dollar amount of 
payments in 1954, was due largely to the change in 
the law effective July 1, 1953, which raised the mini- 
mum earnings requirements from $300 in the base 
period to an amount equal to 30 times a worker’s 
weekly benefit rate ($300 to $780). Although de- 
creased benefit claims and payments in 1953 reflected 
this change in the law, its full effect was not felt until 
1954, when the change was in operation all year. 

The average amount of benefits collected per indi- 
vidual during 1954 was $238.16 as compared with 
$232.03 in 1953 while the average weekly payment 
was $23.04, for an average duration of 10.3 weeks as 
compared to $22.83 for 10.2 weeks in 1953. The 
effect of the increased earnings requirements was to 
raise the average benefit amount slightly in 1954, but 
the average duration in weeks remained nearly equal 
for the 2 years. 

Who Benefits From TDI 

Benefits, as defined in the TDI Act, are paid to 
eligible individuals who are unemployed due to 
sickness. The law protects the eligibility for TDI 
benefits of workers who are at the same time receiving 
payments under a private or group insurance pro- 
gram—whether supported by employer contributions 
in full or in part. Workers who continue to receive 
their salaries from employers during periods of illness 
are also not precluded from participation in the TDI 
program. 

There is no inconsistency in this. The Rhode Island 
legislature, in approving the creation of this type of 
social insurance, was concerned that no harm be done 
to existing private programs of insurance or wage 
continuation or to the development of such programs. 
Since the TDI fund is entirely supported by employee 
contributions, the denial of benefits to workers partici- 
pating in similar private programs would result in a 
discriminating tax upon a portion of the labor force 
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while withholding from it eligibility to the program’s 
benefits. 

Every now and then, apprehensive critics voice a 
suspicion that such legislative scruples can only result 
in widespread exploitation of both public and private 
insurance programs by malingering claimants who 
are in receipt of sizable benefits from two sources. 
However, there has been no evidence of such develop- 
ment. Claimants under medical attention must pass 
the same test of eligibility whether they are or are 
not covered by a private plan; if they fail to meet the 
test, they are automatically disqualified. 

It is well to stress that TDI benefits are intended, at 
least partially, to replace wages actually lost by a 
claimant. During the processing of a TDI claim, 
therefore, it is necessary to determine that there was 
genuine attachment to the labor market through 
employment or a diligent search for work at the time 
the claimant sustained the disability. Thus, a claim- 
ant, having voluntarily retired from the labor market, 
may subsequently be striken with a coronary throm- 
bosis. In this instance, a claim would be denied since, 
ill or not, the claimant would have been out of work 
of his own volition and there would be no loss of wages 
due to the sickness. The same kind of rigid standards 
are applied to other claimants. 


The Program in Action 


The program has procedural features which tend 
to foster the present and potential health of both 
individual and community. A requirement that an 





A benefit check is delivered to a TDI claimant at his home. 
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individual have the attention of a physician as a 
prerequisite to receipt of benefits serves to stress the 
value of medical attention. Ailments which might 
otherwise be neglected now receive prompt profes- 
sional care. Numerous referrals of benefit claimants 
to free clinics, out-patient departments, and hospitals 
utilize community resources often previously unknown 
to the individuals thus treated. The medical profes- 
sion, through its several societies, has manifested a 
continuing interest in the program by providing 
helpful guidance to its proper and effective operation. 

Indeed the medical profession is deeply involved 
in TDI procedure. As soon as an application for 
benefits is received, the Department communicates 
with the claimant’s physician. A complete diagnosis, 
including any necessary laboratory tests or X-ray 
examinations, is obtained from the physician with an 
estimate of the length of time his patient will be 
disabled. This estimate considers the age of the 
claimant and the physical demands of his regular 
occupation as well as the nature of the disability on 
which the claim is based. 

Guided by the physician’s estimate, the TDI 
medical unit is able to make an initial allowance of 
the number of weeks for which the claimant may be 
compensated. At the expiration of this time, if the 
claimant has not returned to work, further advice is 
sought from the physician to determine the need for 
payment of additional benefits. This process is con- 
tinued until the claimant returns to his job—or until 
benefit credits are exhausted. 


Other Features of the Program 


While the receipt of workmen’s compensation does 
not disqualify an individual from TDI, limitations 
are placed on the total weekly amount to which he 
may be entitled. Under the Rhode Island workmen’s 
compensation law, a worker injured as the result of 
an industrial accident may be entitled to up to $32 
weekly payment for total disability. Such a recipient 
would be entitled to an adjusted TDI benefit rate that 
would provide no more than $53 under both programs, 
or 85 percent of his average weekly wage, if less. 
However, the claimant must be actually in receipt of 
workmen’s compensation before his TDI rate is 
reduced. Ifa worker’s claim for workmen’s compensa- 
tion is under investigation or is disputed by the em- 
ployer’s carrier, the claimant is entitled to his full 
TDI rate pending a determination. A subsequent 
award providing payment for the total period of 
disability does not retroactively affect the weekly 
benefits paid under the TDI law. 

Unlike other States having a disability insurance 
law, Rhode Island pays benefits to women otherwise 
eligible, whose unemployment is due to pregnancy, 
but only for a period of 12 weeks. These payments 
ordinarily start 6 weeks prior to the expected date of 
delivery, and continue for 6 weeks following child- 
birth. A miscarriage is treated as any other disability 
and benefits usually date from the termination of the 
pregnancy. 
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A woman unemployed because of disability arising 
from complications resulting from pregnancy, is not 
eligible for payment until the sixth week prior to the 
expected delivery date. For example, a claimant who 
had eclampsia of pregnancy would be unable to work 
due to illness, but since this condition is a complica- 
tion of pregnancy, she could qualify for payment only 
within the limitation above. However, if she suffered 
a disability unrelated to the pregnancy—a fracture for 
instance—she would be eligible for benefits. 

Also, payments may be extended beyond the 6 weeks 
following childbirth if unusual complications develop 
therefrom. A postpartum psychosis or a severe throm- 
bophlebitic condition would warrant the continuation 
of benefits. 





Value of TDI Data to National Research 


As a byproduct of its operation, the TDI program 
provides one of the most complete sources of morbidity 
data in the country. The value of these data is be- 
coming increasingly recognized by health groups. A 
monthly summary of the number and types of diseases 
covered by the law is sent to the Rhode Island State 
Department of Health and members of the medical 
profession. 

Under an initial agreement with the National Can- 
cer Institute at Bethesda, Maryland, a monthly sum- 
mary of all lung cancer cases was forwarded to them. 
Because these data were found so valuable, this agree- 


ment has now been broadened to include full medical 
information, including age, sex, occupation and other 
personal characteristics, on all cases falling within the 
neoplasm group, of course without actual identifica- 
tion of the individuals. These data are being used by 
the Cancer Institute in its study to determine the con- 
nection between cancer and occupations and working 
conditions. 

If one State program, such as Rhode Island’s, can 
prove so helpful in the field of public health research, 
it requires little imagination to see how much more 
complete the picture would be on the incidence and 
control of diseases if all States had similar programs 
and could each contribute its own share to this com- 
mon national enterprise. 


Rhode Island as a Proving Ground 


The strength of the program after 13 years and the 
wealth of administrative, financial, morbidity, and 
other data accumulated in that time have attained 
immense significance beyond the State’s boundaries 
and proved an invaluable source of information and 
guidance to other States and even foreign countries 
which have adopted or are considering the adoption 
of similar programs. 

Furthermore, Rhode Island is anxious to share what 
has been learned—and is being learned—with other 
States which have yet to accept the challenge of solidi- 
fying their economy on all fronts against the hazards 
of lost income to the work force. 
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Community Employment Planning 


IRST, why should we be concerned with getting 
into this rather difficult and time-consuming 
field? Do we have any legal or moral obligation 
to act as leaders in promoting active community em- 
ployment development programs? ‘The answer is yes, 
and I think I can prove it. 
Forty-two State laws provide that the Commission 
or Commissioner of Employment Security shall take 
all appropriate steps to reduce and prevent unem- 


ployment, to encourage and assist in the adoption of 


practical methods of vocational training, retraining, 
and vocational guidance; to investigate, recommend, 
advise, and assist in the establishment and operation, 
by municipalities, counties, school districts, and the 
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State, of reserves for public works to be used in times 
of business depression and unemployment; to pro- 
mote the re-employment of unemployed workers 
throughout the State in every other way that may be 
feasible; and to these ends to carry on and publish 
the results of investigations and research studies. 

Recently the Bureau of Employment Security pub- 
lished the ‘“‘Major Objectives of Federal Policy with 
Respect to the Federal-State Employment Security 
Program.” 

I would like to quote one of these Employment 
Service objectives with which I thoroughly agree: 
“To assist in the development of programs for the 
alleviation of unemployment problems in all areas; 
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and, for areas of substantial labor surplus, to maintain 
a program of technical assistance, including collection 
and analysis of pertinent labor market information 
relating to the causes of unemployment and _ the 
employment outlook; to ascertain types of new or 
expanded industries required to provide additional 
employment and balance the local economy; and to 
insure that State and local Employment Service offices 
assist local communities to organize their own re- 
sources.” 

Without dynamic leadership from the State admin- 
istrator, there can be little progress so far as partici- 
pation in the program by the local offices is concerned. 

As a caution, I sincerely believe that it would be 
foolish for a State to participate extensively in this 
program or even attempt to participate unless, first, 
its Employment Service was placed in an effective 
operating position to carry out its responsibilities in 
providing a continuous, effective, placement service. 

When local employment offices are in this position, 
participation in the Community Employment Pro- 
gram will bring about much greater appreciation by 
employers of the services that the Employment Service 
has to offer in the community, and they will know 
that the local office can fulfill its pledges to staff new 
industry as shown by its labor market reports which 
may have been an incentive to attract new industry. 
As a further caution, I would like to point out that 
these labor market reports must be accurate, that 
over-zealousness in pledging a much greater supply 
and diversity of labor than actually exists leads to 
distrust of the Employment Service, and it can lead to 
disastrous results in industry which hinders future 
developments in that community. 


By JOHN Y. FIRST 


issistant to the Executive Director 
Pennsylvania Bureau of Employment Security 


HE total number of nonagricultural placements 
for all occupations nationally through the public 
Employment Service averages about 450,000 per 
inonth. Of this total, approximately 2 percent com- 
prise professional occupations. In contrast, 15.5 per- 
cent of all employment in the United States is pro- 
‘essional. About 6 percent of nationwide placements 
‘rough the Employment Service are in the skilled 
roup. In contrast, 16.2 percent of all employment 
the United States is skilled. 
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All of us may agree that these are good ideas but 
how should they be approached as far as we in the 
State Employment Service programs are concerned? 
I will have to hedge a little by saying that it must be 
approached in a highly flexible manner as there are so 
many varied economic situations and so many success- 
ful approaches by various communities that it is im- 
possible to stereotype any one, two, or three approaches 
that would fit every situation. So much depends 
upon the quality of the community approach and its 
leaders as well as on their drive and ability, and the 
economic advantages that such a community may 
have, to compete effectively for industry and for 
finding a solution to its problems. 

Studies must show the strength as well as the limita- 
tions in order to rifle the shots towards those industrial 
expansion programs which would have the best oppor- 
tunity to succeed in the particular communities, 
and to provide maximum utilization of the available 
labor force. 

Among our own developments over the past several 
years we have made a comprehensive survey of the 
characteristics of our manpower supply called Unused 
Human Resources. 

We have also provided numerous special analyses 
not only for agencies and groups but for individual 
employers. In cooperation with local Chambers of 
Commerce, we have provided a Plant Facility Survey 
listing in detail our available manufacturing facil- 
ities for taking on additional manufacturing without 
additional capital expenditure. These and a number 
of other such publications have received excellent 
reception and we can trace a number of plants now 
in the State to such activity. 


Serving More Professional 
and Skilled Applicants 


Even though these comparisons are based on em- 
ployment rather than a direct measure of hiring 
volume, it seems obvious that if the public Employ- 
ment Service is to serve as a genuine community 
employment center, there is a great deal of room for 
expanding service to workers in the professional and 
skilled categories. 

Employer relations personnel utilized in an ex- 
panding service for professional and skilled occupa- 
tions will have to have a very thorough knowledge of 
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plants, offices, and other establishments hiring these 
workers. They will have to possess a_ thorough 
knowledge of specific manpower needs, plant expan- 
sion plans, and possibilities of job breakdowns, as an 
example, in helping the employer to meet his needs 
for professional and skilled workers better. They will 
have to have a ready knowledge of the specific quali- 
fications of professional and skilled workers available, 
qualifications that are often more extensive and more 
complex than those required for other types of occu- 
pations handled through the Employment Service. 

They will have to keep abreast of changes taking 
place in industry which will affect the qualifications 
of professional and technical workers who will be 
needed. The effects of electronics and automation 
are examples. And they will have to have the ability 
to plan and carry out effective contacts with top man- 
agement, as well as industry representatives at the 
lower echelons, in order to successfully sell the services 
of the Employment Service with respect to these 
occupations. 

Special training programs will have to be set up for 


ES Promotional Efforts Must 
Relate to Hiring Practices 


OST employers use more than one source to 

recruit workers. Isn’t this our clue that the 

Employment Service can be sold because the 
employer is not wed to one source and is willing 
to make comparisons as to the quality of applicants 
obtained from several sources? 

The fact that hiring is becoming more and more 
‘‘institutionalized”’ has made business and industry 
increasingly conscious of modern personnel practices 
in hiring techniques. This has tended to extend our 
horizon of promotional opportunities almost beyond 
limits we can now describe. For example, instead 
of the Employer Relations Representative having to 
sell our testing services, in many cases industry and 
government are requesting or demanding that we 
provide this service. 

Before we write off a major account on grounds that 
‘unionization,’ ‘“‘centralized hiring,’’ or ‘“‘civil serv- 
ice’ limit our ability to participate in the hiring 
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training them on techniques and methods for meet- 
ing and successfully dealing with top management. 
Training will be needed on planning effective em- 
ployer relations activities, dealing with staffing prob- 
lems with respect to professional and skilled workers, 
and utilizing the group approach, with respect to 
these occupations, for establishing and maintaining 
effective relations with management authorities. 
They will need training on effects upon professional 
and skilled jobs, among others, that are likely to be 
brought on by automation and other developments 
affecting industry and business. 

Means will also have to be provided for employer 
relations personnel to keep abreast of such develop- 
ments through, among other things, subscriptions to 
professional and trade magazines which should be 
reviewed carefully and intelligently on a continuing 
basis. Perhaps some provision should be made for 
special funds which will enable both local office 
managers and employer relations personnel to belong 
to service clubs as a means of encouraging contacts 
with management officials. 


By PAUL W. LITTLE 
Chief. Employment Service Technical Section 


California Department of Employment 


process, let’s take a look around the Employment 
Service system. It is my opinion that in almost every 
instance when we find a hiring practice that appears 
to limit our participation, we can also find that some- 
where in the country there is an actual operation 
which demonstrates that our participation is needed 
and is being successfully provided. 

We are operating a public employment service in a 
free labor market and not an enforcement service in 
a controlled hiring situation. If our policies cause us 
to send ERR’s to employers to change their practices 
to fit our whims, we will gradually wither and lose 
our effectiveness. We captured the screening service 
in many establishments and successfully participated 
in staffing others by adjusting our operations to the 
needs of the employer. Let us, within reason, base 
our entire promotional effort on the concept of our 
fitting into the hiring practice of the community 
rather than attempting to bend this practice to meet 
our particular rules and conveniences. 
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